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SUMMARY 


European Community (EC ) agricultural 
production was up slightly in 1987. Grain 
production increased marginally, but was still 
almost 11 percent below the record 1984 
crop. Adverse weather lowered grain quality 
and yields. Oilseed production increased 
sharply, with record harvests of rapeseed, 
sunflowerseed, and soybeans. Total EC red 
meat and poultry production edged up 
slightly. Tightened dairy quotas contributed 
to a 4—-percent drop in milk production. 


The EC remains the largest market for 
U.S. agriculture. U.S. agricultural exports to 
the EC were valued at $6.8 billion in calendar 
1987, up 3.2 percent over 1986, but still well 
below levels of the early 1980's. Exports of 
soybeans, feeds and fodders, and fruits and 
preparations all increased. Grain and feed 
exports increased in volume, but fell in value 
as prices declined. 


The outlook for 1988 is for continued 
recovery of U.S. agricultural exports to the 
EC, with growth of about 5 percent. 
Attractive U.S. prices, favorable exchange 
rates, and continued EC economic growth are 
all expected to contribute to the upturn. 


Recent EC reforms will provide increased 
revenue to pay for agricultural support, while 
establishing a system of stabilizers to limit 
future commodity price support and budget 
exposure. A land set-aside program for grains 
has also been agreed to, although national 
rules for implementation have not yet been 
decided upon. 


The proposed EC budget for 1988 calls for 
a record $38.1 billion (31.04 billion ECU's) in 
agriculture-related outlays, up from $15.7 
billion in 1985. The EC forecasts that the 
reformed basis for budget contributions will 
provide $65 billion in annual revenue by 1992. 
Agricultural support has historically accounted 
for about 70 percent of total EC expenditures. 


The EC Commission's price proposals for 
1988/89 call for agricultural support prices for 
most grains and oilseeds to be frozen in ECU 
terms. Under the proposal, average farm 
support prices would increase slightly in 
national currencies because of the way that 


exchange rates for agricultural products 
operate within the European Monetary System 
(EMS). 


EC producer prices for some commodities 
would actually fall because of the new 
stabilizers and proposed changes in the way 
the support price (intervention) system 
operates. Oilseed producers will see the 
sharpest price drop, although large profit 
margins mean that this may have little impact 
on supply. Part of the effective reduction in 
grain prices under the program is to be 
refunded if the 1988 crop does not exceed the 
maximum guaranteed quantity (MGQ) of 160 
million metric tons. 


Analysis of the potential long-term 
impacts on EC wheat surpluses of the 
stabilizers and set-aside programs shows that 
the programs could potentially be made 
effective. The crucial point will be national 
governments’ willingness to make set—asides 
attractive enough to get producers to 
participate. The impact of the stabilizer 
program, which calls for automatic price 
reductions when production exceeds an MGQ 
of 160 million tons of grain annually, will be 
limited by a provision that limits grain price 
reductions to 3 percent annually. 


EC stabilizers are expected to have the 
sharpest short-term impact on support prices 
in the oilseeds sector, where production and 
budgetary costs have been skyrocketing. 

Little short-term impact on production is 
expected, however. The EC blocked a recent 
U.S. request for a GATT panel to examine 
whether the EC's oilseeds regime has offset 
its zero binding on duties on imported oilseeds, 
and thereby hampered U.S. exports. 


The EC's ban on imports of meat from 
animals treated with hormonal substances, due 
to be implemented on January 1, 1989, could 
reduce U.S. beef and offal exports to the EC 
to near zero. The EC has certified a number 
of U.S. facilities for conformance with EC 
inspection procedures under the third—country 
meat directive. Nonetheless, some plants that 
previously exported will no longer be able to 
do so without costly modifications. 


U.S. exports of high value products 
(HVP's) reached a record 40 percent of total 
U.S. agricultural exports in 1986 and 1987, 
while in the EC, HVP's were about 
three-fourths of the total. The United States 
and EC are major competitors in many HVP 
markets. Among other factors, a weaker 
dollar and lower prices resulting from the U.S. 
Export Enhancement Program (EEP), Targeted 
Export Assistance (TEA), and Dairy Export 
Incentive Program (DEIP) are making U.S. 
HVP's relatively more attractive in many 
world markets. 


EC agricultural producers of selected 
commodities received government support 
equivalent to nearly half their total revenue 
during 1986. Recent updates of producer 


subsidy equivalents (PSE's) show that the EC 
was second only to Japan in the level of 
support provided to producers. Proposals in 
the Uruguay Round of Multilateral Trade 
Negotiations (MTN's) suggest different uses 
for PSE's and alternative measures of 
aggregate levels of agricultural protection. 


An EC Commission proposal to provide 
incentives for increased cereal use in animal 
feeds could lead to reduced U.S. exports of 
nongrain feed ingredients, especially corn 
gluten feed. EC interest in harmonizing 
protection levels for grains, oilseeds, and 
nongrain feeds is likely to be an important 
trade issue between the United States and EC 
in GATT negotiations. 


A NOTE TO READERS 


The Western Europe Agriculture and 
Trade Report, part of the Regional Situation 
and Outlook Series, has a new name, a new 
focus and a different format. The new format 
brings you highlights of policy, production and 
trade developments; a collection of special 
articles presenting more in-depth analysis of 
grain, oilseeds, and livestock policy 
developments; and special articles on nongrain 
feeds, high-value products, and developments 
in European Community agricultural 
protection and the Uruguay Round of 
Multilateral Trade Negotiations. Most articles 
are based on recent analysis for which more 
detailed reports are or will soon be available. 


The statistical portion of the report has 
been revised too. Data on commodity area, 


production and yield, imports and exports of 
individual European countries, the EC-10 and 
EC-12, and other Western Europe, comparable 
to that in previous issues, are still included. In 
addition, country and regional market shares 
by commodity group are presented for U.S. 
exports and imports. 


The new approach to the Western Europe 
Agriculture and Trade Report reflects an 
effort to provide more timely, in-depth 
analysis, and respond to resource constraints, 
including staff reductions. Reader comments 
are invited. 


Mark D. Newman 
Head, Western Europe Section 


MAJOR EUROPEAN COMMUNITY POLICY, 
PRODUCTION, AND TRADE HIGHLIGHTS 


EC Leaders Agree to More Money 
For the CAP, Agricultural 
Stabilizers, and Set—Asides 


On February 13, 1988, heads of state and 
government of the 12-member European 
Community (EC) adopted a budget reform and 
agricultural policy package that provides a 


major infusion of revenue for the Community's 


coffers, while limiting future growth in 
Common Agricultural Policy (CAP) 
expenditures. The agreement also puts in 
place a series of measures designed to limit 
future price support and budget exposure in a 


wide range of commodity sectors, and provides 


for land set-aside programs. 


EC outlays for support of agriculture have 


grown from $15.7 billion in 1985 to a proposed 
$38.1 billion in 1988. This represents a 
50-percent increase in outlays in European 
Currency Unit (ECU) terms, and the impact of 
a 38-percent decline in the value of the U.S. 
dollar. Direct outlays by the 12 national 
governments of EC members are not included 
in these figures. 


The share of the EC budget devoted to 
grains and oilseeds (excluding olive oil) has 
Proposed EC Agricultural Outlays, 1988 


Structural 
adjustments 2.5% 










Storage 15.6% 


Export 
refunds 36.2% 


By Support Mechanism 


1/ Includes rapeseed, sunflowerseed, soybeans, flax 
wine (51%), tobacco (3.2%), and some structural outlays. 
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grown from 17 percent in 1985 to a forecast 
29 percent for 1988. 

During the same period, the shares of 
expenditures on dairy, meat, poultry and eggs 
have fallen, even though actual outlays on 
these sectors increased (see figure). 


In recent years, EC member nations have 
increased their contributions to the EC budget 
at regular intervals. With the fall in the value 
of the dollar, lower world commodity prices 
pushing up the cost of EC export refunds and 
processing subsidies, and enlargement of the 
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seed, olive oil (5%), and protein crops (2.5%). 2/ Includes sugar (6.8%), textile fibers (1.7%), fruits and vegetables (3.9%), 


EC to include Spain and Portugal in 1986, 
budgetary pressure has continued to grow. 
Special accounting procedures, such as delay 
of reimbursements to national governments 
from one year to the next and failure to 
depreciate stocks to reflect their sales value, 
have provided temporary relief from budget . 
problems, but no solution to their underlying 
causes. 


At its February 1988 summit, the EC 
Council of heads of government agreed to 
important measures that will increase 
revenues to pay for the CAP and limit future 
expenditure growth. On the revenue side, the 
basis for computing national contributions to 
the EC budget is shifted from 1.4 percent of 
the value—added tax (VAT) base to 1.2 percent 
of Gross National Product (GNP), equivalent 
to about 2.0 percent of the VAT base, Once 
member nation parliaments ratify the new 
funding agreements, significantly more money 
will be available to pay for EC programs, of 
which the CAP makes up about 70 percent. 
The EC budget is also supported by collections 
of customs duties, import levies on 
agricultural products, and levies on sugar and 
isoglucose. 


On the outlay side, spending on the 
“guarantee" (or price support) portion of the 
CAP was limited to $33.8 billion (27.5 billion 
ECU's) for 1988, with future annual growth 
limited to 74 percent of GNP growth (if GNP 
increases by 1 percent, guarantee spending can 
increase by 0.74 percent). Structural support 
measures and costs of depreciating public 
stocks remain outside this guideline, as does 
part of the cost of the new set-aside 
program. Additionally, the proposed 1988 
budget likely to be finalized in late May, 
includes $1.2 billion to offset certain 
unexpected events, such as exchange rate 
shocks. All told, the budget calls for total 
commitments of about $38.1 billion for 
agriculture, including the $33.8 billion for 
price supports, $1.5 billion for stock 
depreciation, $1.2 billion as a reserve against 
adverse exchange rate movements, and $1.6 
billion for structural support measures. The 
total proposed EC budget is almost $55 
billion. By 1992, the target year for 
integration of the 12 member nations into a 
"Single Europe," the EC Commission forecasts 
that the limit on EC agricultural expenditures 
will rise to almost $43 billion in 1988 dollars. 
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The EC leaders also agreed to a set of 
policy measures aimed at limiting expenditure 
growth on a wide range of agricultural 
commodities. For grains, they set up a limited 
system of automatic price stabilizers, which 
requires that if production exceeds a 
maximum guaranteed quantity (MGQ) of 160 
million tons, support prices shall be reduced in 
the following season by 3 percent. For 
oilseeds, support prices are to be reduced in 
the year that production is forecast to exceed 
the maximum guarantee quantities. 


A land set-aside program, jointly paid for 
by the EC and member governments, and a 
new producer coresponsibility levy (tax) on 
grains, in addition to the one already in place, 
were provided for. The EC regulations 
providing for the set-aside program were 
approved in late April; however, national 
programs and rules for their implementation 
have not yet been agreed upon. Further 
details and a preliminary assessment of the 
package's future impacts on EC wheat 
production are presented in a special article in 
this report. Details of the stabilizers for 
oilseeds are also discussed in a special article. 


At the next EC summit, to be held in 
Hanover, West Germany, on June 27 and 28, 
EC heads of government are scheduled to 
focus on the EC target of a single European 
Market by 1992. The single European Market 
Act calls for eliminations of remaining 
barriers to movement of goods, services, and 
people among the 12 member nations of the 
EC, making the EC a truly Common Market. 
Support prices for 1988/89 may also be on the 
agenda. 


1988/89 Price Proposals 


The EC Commission unveiled its support 
price package for 1988/89 on March 23 (See 
appendix table 8). EC Agriculture Ministers 
are unlikely to reach final agreement on 
support prices and accompanying monetary 
system adjustments until after the French 
elections in June. In the aggregate, the 
proposals would freeze agricultural support 
price levels in ECU terms and increase them 
0.31 percent in national currencies. This is 
possible because "green" (agricultural) 
exchange rates differ from general exchange 
eye ae the European Monetary System 
EMS). ; 


Producers in Greece, Spain, and Portugal 
would see small nominal price increases, with 
Italian and French producers facing slight 
decreases. Ministers will face considerable 
pressure to use exchange rate realignment to 
push up prices in national currencies, 
offsetting the price freeze in ECU's. Price 


National effects of proposed 1988-89 EC price package 





Percentage change 1 [ 


In ECU 2/ In nation currency 
3 





Belgium +0.00 +0.00 
Denmark +0 .00 +0.00 
West Germany +0.00 +0.00 
Greece -0.63 +6 .93 
Spain 4/ +1.01 +1.01 
France -0.04 -0.04 
Ireland +0.00 +0.00 
Italy =0,31 -0.31 
Luxembourg +0.00 +0.00 
Nether] ands +0.00 +0.00 
Portugal 4/ +0.72 +0.72 
United Kingdom +0.00 +0.00 
Eur 12 4/ +0.00 +0.314 


q7 Percentage variation between proposed support prices 
for 1988/89 and those for 1987/88. 2/ Support 
(intervention or equivalent) prices, weighted according to 
share of various products in value agricultural production 
covered by common prices. 3/ Common prices in ECU 
converted at green rates in the Commission proposal. 

4/ Including effect of alignment of Spanish and 
Portuguese prices with those in the EC-10 under accession 
arrangements . 


Source: Commission of the European Communities Com (88) 
120 final. 





The European Community 


The original six members of the European Community (EC), formed in 
1957, were Belgium, France, Italy, Luxembourg, the Netherlands, and West 
Germany. Denmark, Ireland, and the United Kingdom joined in 1973. Greece 
followed in 1981. In 1986, Spain and Portugal joined to form the current EC- 12. 
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changes in Spain and Portugal also reflect 
alignment of their support prices with those of 
the EC-10 as part of the transition begun with 
EC membership in 1986. 


Support prices for grains and oilseeds 
would be frozen, except for Durum wheat, for 
which intervention prices would be reduced by 
2.2 percent and the production aids increased 
12.52 percent. The Commission indicates that 
these changes should offset each other, 
although some producer organizations disagree. 


The proposal calls for government 
intervention agencies to again stand ready to 
purchase grain, regardless of prices in major 
markets. During 1987/88, intervention 
purchases were only made when major market 
prices were below intervention prices. Actual 
purchase prices are to be 94 percent of the 
intervention (support) price, as in 1987/88. 
Monthly increments in intervention prices, 
designed to offset storage and carrying costs, 
would be cut in half, reducing the 
attractiveness of sales into intervention as the 
marketing year progresses. 


Assistance for small producers (defined in 
the proposal as those with less than 50 acres, 
but still the subject of considerable debate 
among EC member nations) would be expanded 
to take account of the increased 
coresponsibility levy. The proposal also calls 
for a financial incentive for increased use of 
cereals in animal feeds, to be paid for with 
part of the coresponsibility levy (see special 
article on nongrain feeds). [Mark D. Newman 
(202) 786-1610] 


Highlights of EC 
Commodity Production and Trade 1/ 


GRAIN 


Despite a slight decline in total grain 
area, EC-12 grain production increased 
fractionally in 1987, although still almost 11 
percent below the record 1984 crop. Wheat 
area increased for the third consecutive year, 
while feed grain area declined. Of the coarse 
grains, barley showed the largest decline in 
area, followed by corn and oats. 


1/ For specific production, trade and market 
share data, see appendix tables. 
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Adverse weather lowered the quality and 
yield of the wheat and rice harvests. Yields 
for feed grains improved slightly. The result 
was a slight increase in corn and barley 
production and somewhat smaller wheat and 
rice crops in 1987. USDA forecasts the 1988 
EC wheat and feed grain crop at 158.5 million 
tons, with increases expected for soft wheat 
and barley. 


EC imports of grains (excluding rice) for 
1987/88 are estimated at 6.1 million tons, up 5 
percent from the previous year but less than 
half the volume imported only 3 years earlier. 
Coarse grains are expected to account for 
two-thirds of the increase, with wheat making 
up the remainder. EC imports of sorghum rose 
dramatically in 1987, mainly from Sudan, 
which benefits from a 50-percent reduction in 
the variable levy as part of an agreement 
under the Lome Convention. U.S. sales of 
sorghum are expected to rise in 1987/88 as a 
result of the U.S._EC enlargement 
agreement. /Walter H. Gardiner (202) 
786-1610] 


OILSEEDS 


Oilseeds production increased sharply 
over 1986 levels, due to record harvests of 
rapeseed, sunflowerseed, and soybeans. 
Production increases were largely the result of 
increased planted acreage, which rose 25 
percent from last year's record. Rapeseed and 
sunflowerseed yields also rose from 1986 
levels, by 11 percent and 5 percent, 
respectively. Increased domestic production 
has resulted from high oilseed support prices 
and adoption of improved rapeseed varieties. 


U.S. exports of soybeans to the EC-12 
rose by 1.1 percent in fiscal 1987 over the 
previous year's levels. U.S. shipments 
benefited from high crush margins in Europe, 
resulting primarily from strong meal demand 
from livestock feeders. The U.S. share of the 
soybean market also rose, as a result of a poor 
South American crop and a weaker dollar, 
which made the U.S. product more 
competitive abroad. U.S. exports of soybean 
meal rose by 23 percent because of strong 
demand for meal and reduced competition 
from the South American product. Vegetable 
oil shipments to the Community declined by 
about 40 percent owing to continued growth in 
EC production of sunflower oil and rapeseed 
oil. (Mary Anne Normile (202) 786-1610] 


LIVESTOCK 


Total EC-12 red meat production edged 
up slightly in 1987, accompanied by a similar 
increase in poultry production. Tightening of 
dairy quotas contributed to a 4—percent drop 
in milk production. 


The outlook for livestock continues to be 
dominated by policy issues related to dairy and 
beef (see special article). The hormone ban is 
still scheduled to go into effect on January 1, 
1989. If implemented, it will effectively 
prohibit U.S. exports of beef and variety 
meats from ruminants to the EC. In the event 
that conflict over the hormone ban is resolved, 
administration of both the EC's Third—Country 
Meat Directive, requiring that U.S plants be 
approved by EC meat inspectors in order to 
export, and the U.S. quota for high quality 
beef could still hamper U.S. trade with Europe. 


Dairy quotas are expected to remain after 
1990, but cuts in the herd will not be nearly as 
dramatic as the years immediately following 
their implementation in 1984. | 


Pork production continues to edge up 
slightly in the EC-12, though environmental 
issues in Denmark and the Netherlands could 
affect future production. 


Poultry production growth is expected to 
continue at high levels, while poultry exports 
will be maintained or increased with aid from 
national governments in addition to EC export 
subsidies. [David R. Kelch (202) 786-1610] 


EC-12 Trade and Market Shares 


The EC-12 remains the largest market for 
U.S. agriculture. U.S. agricultural exports to 
the EC were valued at $6.8 billion in both 
fiscal and calendar 1987, up 3.2 percent over 
calendar 1986 and 5 percent above fiscal 1986, 
but still below levels of the early 1980's. 
Exports of soybeans, feeds and fodders, and 
fruits and preparations all increased. Grain 
and feed exports increased in volume, but fell 
in value as prices declined. 


The value of total EC-12 agricultural 
imports from all sources (including intra—EC 
trade) rose almost 20 percent during 1986, the 
most recent year for which complete data are 
available. Growth was broadly based, 


affecting livestock, meat and dairy products, 
grains, oilseeds and meal except soybeans, 
fruits, vegetables and sweeteners, beverages, 
tobacco, and miscellaneous food preparations 
(see appendix table 4). Although most of the 
increase represents trade among the enlarged 
EC membership (Spain and Portugal joined in 
1986), imports from outside the EC rose 
almost 7 percent in 1986. 


EC-12 member nation agricultural 
exports (including intra—EC trade) rose almost 
24 percent in 1986, with most commodity 
groups, except for vegetable oils, showing 
strong growth (see appendix table 5). In 1986, 
intra—EC trade surpassed its historical levels, 
accounting for about 70 percent of EC 
member nation agricultural exports. 

Extra—EC agricultural exports rose more than 
8 percent in 1986. 


Although the value of U.S. agricultural 
exports to the EC-12 began to recover in 
1986, the U.S. share of total agricultural 
imports of the EC-12 countries continued to 
slide (see appendix table 6). Major loss of 
market share forfood grains and feed grains 
and cotton led to the overall decline despite 
increases in share for animal feeds including 
oilseed meals, and oilseeds, especially 
soybeans. 


U.S. agricultural imports from the EC-12 
fell marginally in 1987 to $4.16 million, 
accounting for 5.1 percent of total U.S. 
imports from the EC-12. The most recent 
available market share data show that despite 
an increase in the value of U.S. agricultural 
imports from the EC in 1986, the United 
States was a slightly less important market for 
EC agriculture (see appendix table 7). The 
U.S. market as a share of EC-12 member 
exports of tobacco, fats and oils, and 
miscellaneous food preparations (including 
intra—EC trade) rose in 1986, while the 
importance of U.S. markets for EC beverages, 
livestock, meat and dairy products, fruits, 
vegetables, and sweeteners declined. 


Outlook for U.S. Trade 
With the EC-12 


The rebound of U.S. agricultural exports 
to the EC-12 is expected to continue in fiscal 
1988. Growth of about 5 percent in fiscal 
1988 is expected to push exports to the EC-12 
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to about $7.1 billion. Relatively low U.S. 
prices, exchange rates that keep the dollar at 
or below current levels vis—a—vis Western 
European currencies, moderate income 
growth, and slight employment increases in 
the EC-12, are all expected to contribute to 
the stronger market. 

While several factors may contribute to a 
slight increase in U.S. grain exports to the 
EC-12, the value of overall U.S. grain exports 
to the EC was 4 percent below year-—earlier 
levels during the first 5 months of fiscal 1988. 
The value of wheat sales was off 32 percent, 
while feed grain sales were up 11 percent. 


Quality problems with the 1987 EC wheat 
crop will contribute to demand for imports of 
high quality milling wheat. However, 
competition from other suppliers such as 
Canada, and sales of bread—quality wheat from 
intervention stocks, appear to be limiting 
potential U.S. sales. Higher rice prices and 
reduced supplies in a number of Asian 
countries are expected to boost U.S. rice 
exports to the EC. Most important in 
offsetting reduced U.S. wheat exports have 
been increased coarse grains exports to Spain. 


The delivery period for first-year imports 
of corn and sorghum by Spain under the 4-year 
U.S.— EC agreement, resulting from Spain's 
accession to the EC, has been extended to 
June 30, 1988. Bids for levy reductions on 1.2 
million tons of corn and 300,000 tons of 
sorghum were accepted in February. By May 
8, 1988, almost 1.1 million tons of corn had 
been imported by Spain since January 1987. 
Corn gluten feed and other corn byproducts 
imports during the same period amounted to 
about 368,000 tons. The U.S. share was about 
98 percent of the corn imports and 93 percent 
of corn byproducts sales. The agreement calls 
for imports of another 2.3 million metric tons 
of feed grains or certain nongrain feeds before 
the end of February 1989. The United States 
is likely to capture a significant share of this 
grain trade with Spain, although the large 
Spanish grain harvest in 1987 means that some 
Spanish barley and wheat will compete with 
U.S. exports to other markets. 


Compound feed demand in the EC-12 is 
likely to remain at or below last year's levels, 
as implementation of dairy quotas has 
increased cattle slaughter. Cold, wet weather 
in many regions of the EC during the harvest 
reduced the size and quality of the 1987/88 
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grain crop, increasing available supplies of 
feed wheat. Coupled with a record EC oilseed 
harvest, this should reduce demand for a 
variety of feeds (excluding grains) and fodders. 


U.S. oilseeds will face increased 
competition in the EC market due to record 
1987 oilseeds production, the prospect of 
continuing increases in EC oilseed supplies 
despite adoption of budgetary stabilizers that 
will cut oilseeds support prices, and large 
soybean crops in the Southern Hemisphere. 
Nonetheless, high crush margins have kept EC 
demand for soybeans high, and U.S. shipments 
have remained at fiscal 1987 levels. Increased 
unit values pushed the value of U.S. soybean 
exports to the EC up 13 percent during the 
first 5 months of fiscal 1987. 


U.S. soybean meal exports will continue 
to suffer from competition with increased EC 
supplies of feed wheat and protein feeds 
(oilseed meals, field peas, and beans). The EC 
Commission's proposed consumption tax on 
vegetable oil, while not forgotten, has not 
been approved; and an American Soybean 
Association Section 301 complaint against EC 
oilseed subsidies led to a U.S. request for a 
GATT panel, which was blocked by the EC. 
Neither of these items is likely to be resolved 
in time to affect fiscal 1988 trade. 


Animal product exports to the EC-12 are 
expected to remain at or above fiscal 1987 
levels during fiscal 1988. During the first 5 
months of fiscal 1988, drops in U.S. exports of 
edible offals and pork to the EC more than 
offset increases in exports of beef, horsemeat, 
and poultry. The EC's Third Country Meat 
Directive, under which U.S. facilities must be 
approved as meeting EC inspection standards 
and procedures, is unlikely to restrict U.S. 
exports during the remainder of fiscal 1988. A 
sufficient number of facilities has been 
approved under the directive to permit exports 
at previous levels. However, requirements of 
costly modifications will prevent some 
facilities from exporting. Improvements in 
the administration of the EC's high quality 
beef quota can only help U.S. exports. The 
EC's hormone ban, scheduled to go into effect 
on January 1, 1989, could seriously hamper or 
eliminate U.S. beef, sheep, and offal exports 
during fiscal 1989. 


U.S. exports of fruits, nuts, and their 
products to the EC-12 are expected to rise 


significantly in fiscal 1988. In the first 5 
months of fiscal 1988, the value of U.S. 
exports of fruits and preparations were up to 
27 percent. Nuts and preparations sales was 
up 45 percent, while vegetables and 
preparations exports were off 6 percent. The 
lower value of the dollar, abundant U.S. 
supplies, and a range of promotional activities 
are contributing to the fruit and nut increases. 


After a strong recovery in fiscal 1987, 
U.S. cotton exports were again up sharply 
during the first 5 months of fiscal 1988, and 
expected to increase further throughout fiscal 
1988. Competitive prices due to low U.S. loan 
rates, the weaker dollar, and crop shortfalls in 
some major producing countries should 
contribute to increased U.S. export potential. 


U.S. tobacco exports to the EC may 
remain flat in 1987/88. During the first 5 
months of fiscal 1988, tobacco exports were 
off 5 percent, as declines in burley exports 
more than offset increased flue—cured tobacco 
sales. Despite higher U.S. prices, stable 
exports are expected as a result of improved 
crop quality and the lower value of the dollar. 
Stagnant or declining cigarette consumption in 
major importing countries, reduced leaf use 
per cigarette, and ample world supplies all 
limit growth of tobacco exports. 


HIGHLIGHTS OF SPECIAL ARTICLES 


EC Grains: Impacts of 1988 EC Budget, 
Stabilizers, and Set-Aside Decisions on EC 
Wheat Surpluses 


This article presents simulated impacts of 
the grain policy changes on EC-12 wheat 
surpluses over the 1988-2000 period using the 
CAP-FRAME model. Both an automatic 
stabilizer system that reduces grain prices in 
proportion to the amount that production 
exceeds a predetermined maximum guaranteed 
quantity (MGQ) and a paid set-aside program 
are evaluated, and compared to a base 
scenario under which support prices are held 
constant in real terms to the year 2000. 
Sensitivity to supply elasticity assumptions is 
examined. 


Analysis of the potential long-term 
impacts on EC wheat surpluses of the 
stabilizers and set-aside programs shows that 


the programs could potentially be made 
effective. The crucial point will be national 
governments' willingness to make set—asides 
attractive enough to get producers to 
participate. The impact of the stabilizer 
program which, calls for automatic price 
reductions when production exceeds an MGQ 
of 160 million tons of grain annually, will be 
limited by a provision that restricts grain 
price reductions to 3 percent annually. 


The EC Oilseeds Sector: Recent 
Developments and Reform Proposals 


Rapid increases in oilseed production have 
led to exploding budget outlays for oilseed 
support. This article describes the EC's 
support mechanism for oilseeds and identifies 
changes in the regime resulting from 1988 
budget and price proposals. Pressures for 
reform of the support regime are identified 
and policy reform options are evaluated. 
Trade conflict in the oilseeds sector, including 
the section 301 complaint filed by the 
American Soybean Association, is briefly 
discussed. 


EC Livestock: Three EC Actions Threaten 
U.S. Meat Exports, and Dairy Quotas Will 
Continue 


This article discusses livestock sector 
issues of current interest. The EC 
Commission has issued two directives that 
could seriously affect U.S. meat exports to the 
EC. The “hormone ban" prohibits imports of 
meats from animals treated with hormonal 
substances, and if implemented as scheduled 
on January 1, 1989, could reduce U.S. beef, 
sheep and offals exports to the EC to near 
zero. The third—country meat directive 
requires all meat plants exporting to the EC to 
conform to very specific standards for 
slaughter, processing, and inspection. The EC 
has certified a number of U.S. facilities for 
conformance with EC inspection procedures 
under the directive, but some plants will no 
longer be able to export without costly 
modifications. 


Administration of the EC's high quality 
beef quota has severely restricted U.S. 
exports. Recent changes may permit the 
United States to fill a large portion of the 
quota. These issues will require varying 
degrees of negotiation and monitoring before 
agreement is reached. Also, further cuts in 
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the EC dairy herd will most likely carry into 
the 1990's because of lagging demand and 
productivity-enhancing biotechnology. 


Nongrain Feeds in the EC and Implications of 
Proposed Policy Reforms 


EC imports of nongrain feeds increased 
sharply during the 1970's and early 1980's, in 
line with rapidly expanding livestock 
production, wider use of manufactured feeds, 
rising prices for domestic feeds, and zero or 
low duties on nongrain feed imports. In 
response to burgeoning surpluses of grains and 
livestock products, and the financial pressures 
confronting the Common Agricultural Policy, 
the EC Commission has proposed and 
implemented various policy measures to 
restrain imports of nongrain feeds. Current 
EC discussion of proposals to encourage use of 
cereals in animal feeds is one response to 
imported nongrain feeds. A number of studies 
indicate that a reduction of EC support prices 
rather than restrictions on nongrain feed 
imports would be more effective in reducing 
grain surpluses. Attempts by the EC to limit 
nongrain feed imports have been a major 
source of friction between the EC and its 
trading partners, and will likely be an 
important issue in the current round of GATT 
negotiations. 
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High Value Products: Growing U.S. and E.C. 
Competition in Third Markets 


Competition is keen between the United 
States and the European Community in world 
markets for high-value agricultural products 
(HVPs). Although HVPs accounted for a 
record share of U.S. agricultural exports in 
1986 and 1987, the United States remains 
second to the EC as the largest supplier of 
HVPs on world markets. This article examines 
U.S. and EC competition in specific product 
markets. Semi-—processed meats, oilseed 
products, and fresh and processed fruits, nuts, 
and vegetables are identified as areas offering 
considerable potential for U.S. exporters. 


Developments in EC Agricultural Protection: 
Implications for the Uruguay Round 


Participants in the ongoing Uruguay 
Round of multilateral trade negotiations have 
given priority to reducing agricultural 
protection. Levels of protection, as measured 
by the Producer Subsidy Equivalent (PSE), are 
compared for the major agricultural trading 
countries; support received by producers in the 
European Community is highlighted. The 
article identifies objectives and possible 
mechanisms for reducing agricultural support, 
and discusses the negotiating proposals of key 
participant countries. 


IMPACTS OF 1988 EC BUDGET, STABILIZERS, 
AND SET-ASIDE DECISIONS ON EC WHEAT SURPLUSES 


by 


Mark D. Newman and Walter H. Gardiner 


ABSTRACT: In February 1988, heads of government of the EC-12 agreed 
to increase their contributions to support the Common Agricultural Policy 
and made policy changes to limit cost of the CAP. Results are presented 
of simulated impacts of grain policy changes on EC-12 wheat surpluses 
over the 1988-2000 period using the CAP-FRAME model. The article 
evaluates an automatic stabilizer system that would reduce grain prices in 
proportion to the amount that production exceeds a predetermined 
maximum guaranteed quantity (MGQ) threshold, and a paid set-aside 
program, and compares them to a base scenario under which support prices 
are held constant in real terms to the year 2000. Sensitivity to 
assumptions about producer response to price changes is also examined. 
Analysis of the potential long-term impacts on EC wheat surpluses of the 
stabilizers and set-aside programs shows that the programs could 
potentially be made effective. The crucial point will be national 
governments' willingness to make set-—asides attractive enough to get 
producers to participate. The impact of the stabilizer program, which calls 
for automatic price reductions when production exceeds an MGQ of 160 
million tons of grain annually, will be limited by a provision that restricts 
grain price reductions to 3 percent annually. Recent EC budget reforms 
may actually decrease the political pressures to make the stabilizers and 
set—asides effective in limiting production. 


KEYWORDS: European Community, agricultural policy, grain, wheat, 
set—asides, agricultural stabilizers, CAP-FRAME. 


Introduction 


On February 13, 1988, heads of state and 
government of the 12—member European 
Community (EC) adopted a budget reform and 
agricultural policy package that provides a 
major infusion of revenue for the Community's 
coffers, while limiting future growth in 
Common Agricultural Policy (CAP) 
expenditures. Also put in place were a series 
of policy measures designed to limit future 
price support and budget exposure in a wide 
range of commodity sectors. The potential 
impact of the decisions is of considerable 
interest worldwide, particularly to the United 
States and other agricultural exporters. The 
EC is a major player in world commodity 
markets, and the budget and agricultural 
policy decisions could influence both the U.S. 
competitive position in world markets and 
negotiations in the Uruguay Round of 
Multilateral Trade Negotiations (MTN's) under 


the General Agreement on Tariffs and Trade 
(GATT). 


This article discusses the conditions that 
led to the February agreements and the 
elements included in the package. It then uses 
CAP-FRAME, a microcomputer-based policy 
evaluation framework, to simulate impacts of 
the provisions of the agreement on EC 
self-sufficiency in wheat over the remainder 
of the 20th century. Sensitivity of the results 
to supply response assumptions is also 
discussed. 


The EC's Budget Problem 


EC cereals policy is a major source of 
conflict in international markets, a major 
issue of contention in the current GATT round, 
and an important and rapidly growing source 
of budgetary exposure for the EC. As EC 
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outlays for price and income support in 
agriculture have grown from $15.7 billion in 
1985 to a proposed $38.1 billion in 1988, the 
share of the budget devoted to grains has 
grown from 11.6 percent to an estimated 20 
percent. The 38—percent decline in the value 
of the dollar during 1985-88 makes the rise in 
total agricultural outlays even more striking in 
dollars than the S0-percent rise in European 
Currency Unit (ECU) terms. National 
government agricultural support outlays are 
not included in these figures. 


With outlays for agricultural support 
growing faster than available revenues, the EC 
member nations were under extreme pressure 
to achieve some sort of budgetary reform. 
The Treaty of Rome that set up the Common 
Market in 1957 does not permit budget 
deficits. Over the years, EC heads of state 
have agreed to increase revenue at regular 
intervals. The budget crisis has continued to 
grow, with the fall in the value of the dollar, 
lower world commodity prices resulting from a 
global grain glut and lower U.S. loan rates, 
sharp increases in EC support for grains and 
oilseeds, and enlargement of the EC in 1986 to 
include Spain and Portugal. Accounting 
procedures, such as delay of reimbursements 
to national governments from one year to the 
next and failure to depreciate stocks to 
reflect their sales value, temporarily relieved 
some of the pressure, but merely postponed 
the day of reckoning. 


In December 1987, EC leaders met in 
Copenhagen, Denmark, but failed to agree on 
a solution to the budget crisis from either the 
outlay or revenue side. The Commission had 
proposed a program of stabilizers aimed at 
limiting the growth of CAP outlays by cutting 
support prices automatically when forecast 
production exceeded certain thresholds. 
However, no agreement was reached, and the 
Community began 1988 without a budget. 
Members continued to contribute to CAP 
financing on a monthly basis at 1987 levels 
(called “provisional twelfths" in the EC). 


When the heads of government met again 
in Brussels on February 11-13, continued 
deadlock was expected by many observers. 
The United Kingdom refused to agree to 
additional funding without accompanying 
limits on future growth of the agricultural 
budget, and others, led by West Germany, did 
not want to hurt farm income, especially in a 
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year with important elections in West 
Germany and France. 


The package that was agreed to affects 
both EC resources and outlays. On the 
revenue side, the limit on EC expenditures and 
the basis for national contributions to the EC 
budgets are shifted from 1.4 percent of the 
value-added tax (VAT) base to 1.2 percent of 
member Gross National Products (GNP), 
equivalent to almost 2 percent of the VAT 
base. Thus, once member nation parliaments 
ratify the new agreements, about one-fourth 
more money will be available to pay for EC 
programs, of which the CAP makes up about 
70 percent. 


The new system will allow the overall EC 
budget to grow from $54 billion in 1988 to a 
forecast $65 billion in 1992. At the same 
time, spending on price support portions of the 
CAP was limited to $33.8 billion (27.5 billion 
ECU's) for 1988, with future annual growth 
limited to 74 percent of the rate of growth in 
GNP. 


Structural support measures and costs of 
depreciating past public stocks remain outside 
of this guideline. Also, in the event of certain 
unexpected events, such as exchange rate 
shocks, additional resources may be provided. 
For 1988, the proposed budget calls for $1.2 
billion to be reserved for such exchange-rate 
shocks. The $33.8-billion limit is several 
billion dollars below the original budget 
proposal for 1988. A revised proposal, 
expected to be approved in late May, calls for 
total agricultural spending of about $38.1 
billion (including $33.8 billion for price 
supports, $1.5 billion in stock depreciation, 
$1.2 billion as an exchange rate reserve, and 
$1.6 billion for structural support measures). 


The EC Council of heads of government 
also agreed to a set of policy measures aimed 
at limiting expenditure growth. For grains, 
the Council set up a limited system of 
automatic stabilizers, which requires that if 
production exceeds a maximum guaranteed 
quantity (MGQ) of 160 million tons, support 
prices shall be reduced in the following season 
by 3 percent. Also agreed to were a program 
of paid land set—asides and a new producer 
coresponsibility levy (tax), in addition to the 
one already in place. The new coresponsibility 
levy is to be refunded if production fails to 
exceed the MGQ. As actual rules for 


NB EES NY EEO TS 
Supply Response of EC Cereals 


Critical to analysis of policy alternatives 
is an understanding of likely producer response 
to changes in incentives. A number of 
researchers have developed economic models 
of EC commodity markets, particularly wheat, 
to analyze either existing or future policies. 
Some of these studies use assumed or 
synthetic values for the parameters in the 
model (Anderson and Tyers, Buckwell et al, 
Josling and Pearson, Paarlberg and Sharples, 
Rayner and Reed). Other studies 
econometrically estimate the model 
parameters but use a variety of specifications, 
particularly in the estimation of supply 
equations (Devadoss et al, Gardiner, Meilke 
and de Gorter, Paarlberg, and Schiff). Price 
elasticities obtained from these studies ranged 
from .11 to .66 for yield, .02 to .34 for area, 
and .30 to .66 for supply, indicating the highly 
variable nature of price elasticity estimates. 


In light of the diversity of estimates of 
supply response presented in the literature, 
the current study tested the sensitivity of 
results to assumptions of supply elasticities of 
.2 and .4. These imply that producers would 
respond to a 1 percent price change with 
changes in production of 0.2 and 0.4 percent, 
respectively. 


EC Wheat Elasticity Estimates 
Study Yield Area Supply 


Devadoss et al .66 66 
Schiff 54 
Gardiner ai .26 ach 
Meilke and de Gorter 34 
Paarlberg 02 
Tyers and Anderson 30 
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implementing these programs have not yet 
been released, the following analysis should be 
considered a preliminary assessment of the 
potential impacts of alternative ways that the 
stabilizers and set—asides could be 
implemented. 


Methodology 


The analysis presented here focuses on 
the effects of both automatic stabilizers and a 
land set-aside program, compared to a base 
scenario under which support prices are held 
constant in real terms to the year 2000. This 


article discusses only impacts on the wheat 
subsector, with results presented in terms of 
implications for EC self-sufficiency in wheat. 


Self—sufficiency (S), expressed as a 
percentage, is the ratio of EC-12 wheat 
production to domestic consumption (food and 
nonfood use). As the analysis is conducted at 
the EC-12 level, intra—EC trade is included in 
domestic use. When S = 100, production 
exactly covers domestic use. (S — 100) is the 
percentage share of production that must be 
allocated either to exports or to stocks, when 
positive, or the deficit to be filled by imports 
or changes in use when negative. By 
presenting results in terms of self-sufficiency, 
we avoid the need to address the allocation of 
excess production between stocks and 
exports. Since export refunds are determined 
by the EC's cereals management committee, 
this decision is at least partially political. 


The CAP—FRAME Modeling Framework 


Analysis was conducted using a 
CAP-FRAME model of the EC-12 wheat 
sector. Specific details of CAP-FRAME are 
presented by Josling (1986, 1987). 
CAP-FRAME is comprised of behavioral 
equations and identities in a spreadsheet 
modeling framework that permits analysis of 
both individual country and aggregate EC-12 
impacts under a variety of assumptions about 
changes in EC grain, oilseeds, and livestock 
sectors. The model version used in this 
analysis permits projections to the year 2000 
of production, domestic utilization, exports, 
and stock levels. Welfare implications for 
producers, consumers, and taxpayers can be 
estimated, as can producer subsidy 
equivalents, a measure of the share of 
producer returns resulting from government 
market intervention. 


Changes in wheat production can be 
achieved through changes in area and/or 
yield. While EC wheat area has remained 
relatively stable over time, policy decisions 
that affect the relative returns to production 
of wheat, other grains, and oilseeds will have 
an impact on wheat production. Set—aside 
provisions that permit alternative uses of land 
may also affect crop production choices on 
land that is not set-aside. Cross—commodity 
linkages are not specified in this version of the 
model, so that results must be subjectively 
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evaluated for realism in a broader context. 
The modeling framework is being refined to 
make linkages among grain, oilseeds, and 
livestock sectors explicit. 


CAP-FRAME permits specification of 
alternative country-level assumptions about 
income growth, inflation, exchange rates, and 
technological progress, as well as integration 
of price and income elasticities. World price 
change assumptions are also specified. The 
current version treats world prices as 
determined outside the model (exogenously), 
so that the EC wheat sector responds to 
internal prices, and does not affect world 
prices. Policy scenarios that cut EC prices 
are assumed to reduce prices no lower than 
world levels. 


Empirical Results 


This analysis examines impacts on the 
EC-12 wheat sector of three policy 
alternatives: an automatic stabilizer scheme, 
a set-aside program, and a combination of the 
two. Results are compared to the base 
scenario described below. Implications for the 
1988-2000 period are examined. 


Base Scenario 


Under the base scenario, shown in figure 
1, EC support prices are assumed to remain 
constant in real terms over the 1988 — 2000 
period. Technological progress continues, with 
yield growing at a 3.3-percent annual rate. 
World prices are assumed to decline by 2 
percent annually in real terms. 


The results of the base scenario show EC 
wheat production reaching 79.5 million metric 
tons by 1990, up 10 percent from the 1987 
harvest, but still below 1984's record crop. 
This figure is somewhat conservative when 
compared to the EC Commission's own 
projection of 83 mmt for 1990 (EC, 1985). By 
the year 2000, EC wheat production is 
forecast to reach nearly 110 mmt under the 
base scenario, up nearly 53 percent from the 
1987 level. The EC self-sufficiency level in 
wheat is expected to reach 155 percent (that 
is, 5S percent excess production over domestic 
use) by the year 2000. This compares with a 
self-sufficiency level of 121 percent in 1987. 
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Automatic Stabilizers 


The original introduction of guarantee 
thresholds, which limited price support to 
specific production levels, represented an 
attempt to limit the financial exposure of the 
EC in the face of rising production (Avery). 
However, their implementation was less 
effective than originally planned. The need 
for a more market-oriented CAP was laid out 
in the EC Commission's "1985 Green Report," 
Perspectives on the Common Agricultural 
Policy, and has since been refined in several 
major documents, including Implementation of 
Agricultural Stabilizers, released in September 
1987. 


The stabilizers agreed to in February 1988 
are variations on the proposals included in the 
latter document, as well as a Commission 
set-aside proposal introduced in January 1988. 
The procedure agreed to in February 
automatically links price support level 
reductions to production that exceeds a 
predetermined MGQ threshold. For grains, the 
support price reduction occurs in the following 
crop year, and is limited to 3 percent annually. 


The Commission's initial stabilizer 
proposal for grains called for a reduction in 
support levels, either through reduced 
intervention prices or an increased 
coresponsibility levy, whenever forecast total 
grain production (excluding rice) exceeds an 
MGQ of 155-158 mmt by at least 1 percent. 
The final agreement places the MGQ at 160 
mmt, compared to 1986 and 1987 crops of 
153-154 mmt, and 1984 and 1985 crops of 172 
and 160 mmt, respectively. For purposes of 
analysis here, the threshold for wheat 
(common and Durum) is treated as 75 mmt, 
about 3 mmt above the 1987 harvest. 


The Commission proposal originally called 
for the annual price reduction to be limited to 
a maximum of S percent for 1988/89 and 7.5 
percent from 1989/90 forward. The final 
package limited the support price reduction to 
a maximum of 3 percent annually. The price 
reduction for exceeding the MGQ is shifted to 
the following crop year. Thus, price 
reductions could effectively begin no earlier 
than 1989/90, since 1987/88 production was 
below the threshold. If USDA's production 
forecasts for the 1988 crop are borne out, 


grain production will be below the MGQ, so 
that the earliest the stabilizer would actually 
reduce prices would be in 1990/91. 


Provisions for a supplementary 3—-percent 
coresponsibility levy, to be collected in 
1988/89 and refunded if production does not 
exceed the MGQ, would have a shorter term 
effect, even though the levy will be refunded 
if USDA's May forecasts are correct. 


For purposes of this analysis, the price 
reduction was calculated as the percentage by 
which production exceeded the threshold 
quantity, up to a maximum of three percent 
annually. In actual operation, prices are to be 
reduced by 3 percent if production exceeds the 
MGQ. It was also assumed that annual price 
packages adjusted nominal support prices to 
offset inflation prior to the automatic 
reductions of up to 3 percent resulting from 
the stabilizers. Although the stabilizers as 
adopted only extend through 1991, the analysis 
here assumes that they are extended for the 
remainder of the century. 


Results of analysis of the automatic 
stabilizer (under an assumed supply elasticity 
of .2) indicate that growth of wheat surplus is 
slowed relative to the base scenario (fig. 1), 
but the EC still achieves 133-percent 
self-sufficiency in 2000, (155 percent for the 
Base) with wheat production reaching 94.7 
mmt (110 mmt for the Base). Consequently, in 
the absence of the administrative limit of 3 


Table 1 - EC-12 Wheat Self-Sufficiency Under Alternative 
Policy Scenarios 


Supply Elasticity = .2 


Year Base Stabilizer Set-Aside Comb ined 
(Percent) 
1982 129 129 129 
1983 114 114 114 114 
1984 138 138 138 138 
1985 121 121 121 121 
1986 117 117 117 117 
1987 121 121 1214 121 
1988 123 123 107 107 
1989 126 125 110 110 
1980 128 427 Ai2 112 
1991 1314 127 114 114 
1992 133 128 116 116 
1993 136 128 118 118 
1994 139 127 124 119 
1995 144 127 123 120 
1996 144 127 125 124 
1997 147 128 128 121 
1998 149 130 130 120 
1999 152 132 132 120 
2000 455 133 135 119 


weer we ee eee ese ee eee re= 
we mem mmo ee eee ewe ewe eo ewer eee er eee 


CAP-FRAME Estimates, Western Europe Section, DME/ERS. 


Table 2 - EC-12 Wheat Self-Sufficiency Under 
Alternative Policy Scenarios* 


Supply Elasticity = .4 


Year Baseline Stabilizer Set-Aside Combined 
(Percent ) 

1982 129 129 129 129 
1983 114 114 114 114 
1984 138 138 138 138 
1985 121 121 121 121 
1986 117 V7 14% ‘late 
1987 121 121 121 121 
1988 123 123 107 107 
1989 126 125 110 110 
1990 128 126 112 he 
19914 134 126 114 114 
1992 133 125 116 116 
1993 136 124 118 118 
1994 139 123 121 119 
1995 144 122 123 119 
1996 144 120 125 118 
1997 147 119 128 417 
1998 149 117 130 116 
1999 152 116 132 115 
2000 155 114 135 114 


wwe ee ee mew ewe we eee eg ew eee ee meee ee ee eee ee ee eee ew eee eee eeec= 


CAP-FRAME Estimates, Western Europe Section, DME/ERS. 


percent on the price reduction, support prices 
would have been reduced more than 3 percent 
annually (as a result of production growing by 
more than 3 percent above the MGQ, 
beginning in 1990). EC prices decline to world 
price levels in 1996 in this scenario, so no 
further automatic price reductions occur in 
the 1997-2000 period. 


When supply is assumed to be more elastic 
(.4), the automatic stabilizer option is 
somewhat more effective (fig. 2). Excess 
supply continues to grow slowly, peaking at 26 
percent above self-sufficiency in 1990 and 
1991. Excess supply then falls slowly to 14 
percent above domestic use in 2000, when the 
EC support price reaches the world level. 


An EC Set-Aside Program 


After considerable discussion over the 
last several years, the EC Commission 
introduced a proposal in January 1988 to 
provide a program of paid land set—asides as 
one means to reduce production and support 
costs. The EC Council provided for a paid 
set-aside program as part of the package 
agreed to at its February summit. Individual 
member states are required to make a paid 
set-aside program available, but participation 
of farmers is voluntary. EC regulations for 
the set-aside program were approved in April 
(Council Regulation No. 1094/88 of April 25, 
1988 and Commission Regulation No. 1272/88 
of April 29, 1988). Member states will have 
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EC-12 Wheat Self-Sufficiency under Alternative Policy Scenarios 
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until at least July 1988 to decide on national 
program details, so 1989 crops will be the 
earliest that can actually be limited by 
set—asides. 


Unlike the U.S. set-aside program, access 
to the price and income support provided by 
the CAP will not be affected by whether a 
producer participates in the set-aside, so the 
primary incentive for participation will be a 
cash payment. The amount of the payment 
can vary by country and region from 100 to 
700 ECU per hectare (approximately $50 to 
$350 per acre), and is supposed to reflect 
differences in land productivity and income 
losses. In order to participate in the 
set-aside, farmers will have to sign up at least 
20 percent of their arable land for at least 5 
years, although the commitment may be 
terminated after 3 years. Farmers 
withdrawing 30 percent of their land will be 
exempt from coresponsibility levies on the 
first 20 tons of grain that they market. 


National governments will share in the 
cost of the set-aside program, with the EC 
budget providing a share that falls from 50 to 
15 percent as the per acre payments increase. 
The national shares of these payments will not 
show up on the EC budget, and thus will not be 
counted against the new limit on agricultural 
spending. Only half of the EC contribution to 
support the program will be counted in the 
guarantee portion of expenditures, the part 
that was limited at the recent summit. The 
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Supply Elasticity = 4 
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rest will be counted in the guidance (structural 
support) section of the budget. 


On the basis of preliminary reactions to 
the program, it appears likely that national 
programs will encourage participation in West 
Germany and the United Kingdom, while 
interest in southern Europe will be much 
lower. Since France, the United Kingdom, 
West Germany, and Italy produce over 80 
percent of the EC's wheat, and more than 70 
percent of its grain, participation in these 
countries will be crucial to the effectiveness 
of the program. 


Estimating the probable impact of the 
EC's set-aside program requires important 
assumptions about signup and the productivity 
of land that is put into the program. U.S. 
experience with both general area set-aside 
programs and crop-specific acreage reduction 
programs (ARPs) may provide some useful 
insights. ARPs have been considered more 
successful than general set—asides as 
production control devices because they divert 
land from specific crops. 


U.S. experience indicates that ARP's 
effectiveness is sharply reduced by "slippage," 
reductions in production and harvested area 
that are smaller than reductions in planted 
area, caused by increased production on 
unrestricted area, removal of lower yielding 
land from production, and slower declines in 
prices of less productive land than would be 


expected to accompany technological change. 
(Langley and Newman, Ericksen and Collins) 


U.S. experience with slippage in ARPs is 
likely to be instructive in predicting response 
of EC producers to a similar program. In the 
United States, slippage in area, meaning that 
the area harvested falls by less than the 
acreage idled under the program, can be 
largely attributed to increased planting by 
nonparticipants. When earlier U.S. area 
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reduction programs failed to place strict 
limits on use of diverted land, substitution of 
one commodity for another, with little change 
in harvested area, was also a problem. More 
recent programs have eliminated this. 


Production slippage occurs when the 
percentage drop in production resulting from 
area limitation programs is smaller than the 
percentage reduction in area. Ericksen and 
Collins have estimated that production 
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decreases about 0.65 percent for every 
1l-percent reduction in area. Research has 
shown that removal of the least productive 
land from production, nonparticipant 
production, and continued yield increases 
resulting from general technological progress 
contribute to this slippage. 


While details of the individual EC country 
set-aside programs remain to be worked out, 
certain EC—wide rules for the set-aside 
program have been decided. Grazing livestock 
or growing lentils, chick—peas, and vetches 
will be permitted on set-aside acreage at 
one-half the payment rate for land set-aside 
from all crops. Since signup for the set-aside 
is for at least 5 years, expectations about 
future EC policy will also color participation 
rates. 


The EC Commission analysis of the 
set-aside program proposal assumed that 2.5 
million acres of land would be removed from 
production in the first year. Total cereals 
area in the EC was about 87 million acres in 
1987, with 39.4 million acres planted to wheat 
and 30.3 million to barley. The EC program is 
a general set-aside, making commodity 
specific impacts more difficult to assess than 
would be the case with an ARP. The 
Commission expects set-aside acreage to 
come out of wheat and barley, the crops with 
the lowest net returns per acre. If the 
assumption is correct, and reductions are 
divided in proportion to area between wheat 
and barley, a 3.6—percent wheat acreage 
reduction would be expected. If slippage is 
consistent with U.S. experience, this would 
lead to a 2.3—percent reduction in wheat and 
barley production in the first year of 
implementation. EC estimates are for even 
higher slippage rates. 


In order to establish an upper bound on 
the potential impact of set—asides in the EC, 
the scenario examined in this paper assumes 
that the program is successful in achieving a 
20—percent set—aside of wheat acreage that 
continues for the duration of the century, 
rather than the EC's estimate of about 2 
percent. Cash payments for participation are 
assumed to be decoupled from production 
decisions. U.S. experience with slippage is 
assumed to apply in the EC as well, soa 
successful 20-—percent set-aside cuts 
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production 13 percent in the first year that 
the program actually operates. 


The analysis shows that if EC member 
nations were willing to pay the costs of a 
20—percent set—aside it could have a striking 
short-term impact on the EC's wheat sector, 
with production reduced to only 7 percent 
above domestic use in the first year of 
implementation (see figures). 


For purposes of this analysis, 1988 was 
assumed to be the first year of 
implementation of the set-aside. As actual 
program details have not yet been announced, 
1989 crops will actually be the first that could 
be affected by the EC set-aside program. 
Prices are assumed to remain constant in real 
terms, and technological progress continues to 
push up yields, so that in the absence of future 
price reductions, production rebounds to 35 
percent above domestic use by the end of the 
century. This is still substantially less than 
the excess production under the base scenario 
(SS percent) and only slightly above that in the 
case of the automatic stabilizer (33 percent), 
but still well above 1985-87 average surplus 
levels (20 percent). 


Combining Automatic Stabilizers 
And Set—Asides 


Both of the scenarios discussed above 
involve the type of programs that are part of 
the compromise package adopted on February 
13, 1988. Thus, it is useful to evaluate the 
combined impact of automatic stabilizers and 
set—asides. 


As adopted, the stabilizer package should 
have no impact on the 1988/89 crop, since the 
1987 crop did not exceed the MGQ. The 
supplementary corresponsibility levy for 
1988/89 will be refunded if USDA's May 
forecast proves correct, and the 1988 crop is 
also below the MGQ. Thus, initially the 
set-aside will be the important policy. If 
sign-up was successful in diverting 20 percent 
of wheat acreage (much higher than expected, 
as noted above), production would be expected 
to remain below the automatic price cut 
threshold until 1993. Assuming a supply 
elasticity of .2, the combination of set—asides 
and stabilizers leads to a peak self-sufficiency 


of 121 percent in 1996, which drops to 119 
percent by the year 2000. When producers are 
assumed to be more responsive to price 
changes, and a supply elasticity of .4 is 
assumed, self-sufficiency peaks in 1994 at 119 
percent, falling to 114 percent in 2000. 


As a result of the set-aside program, the 
automatic stabilizers only go into effect after 
the 75—million—ton production threshold is 
passed in 1993. In none of the scenarios does 
the internal EC intervention price fall to the 
world market price. 


Conclusions 


In discussions of the recent budget and 
agricultural policy decisions, EC 
representatives have argued that fundamental 
reform has occurred. EC heads of government 
agreed to limit spending on agriculture, 
provide automatic mechanisms for price cuts, 
and provide for paid land set—asides, while 
increasing the revenue available for the CAP. 
A central result of the decisions is that the 
number of policy levers that EC 
decisionmakers might use to cut surpluses has 
been increased. 


The analysis presented above shows that 
each policy option offers the possibility of 
reducing EC wheat surpluses significantly. 
However, the rules governing implementation 
of the programs and willingness of national 
governments to supplement EC outlays with 
direct national contributions to the costs of 
set—asides will play a critical role in 
determining whether they have any major 
impact. 


By expanding available revenue through 
agreement on a new GNP-based mechanism 
for funding the CAP, the pressure to constrain 
spending on other programs has been reduced 
considerably. Future price adjustments by the 
Council of Agricultural Ministers could offset 
any price reductions mandated by automatic 
stabilizer provisions; or the levels of the 
MGQs that put automatic price cuts into play 
could gradually slide upward, reducing the 
requirement for price cuts. Additionally, 
national governments may not be willing to 
commit sufficient resources to the set-aside 
programs to encourage signup. Thus, while the 
heads of government certainly took a difficult 


step in a direction toward possible reform, 
change is hardly assured. 


The analysis presented above 
demonstrates that with the political will to 
make the package effective, it could have a 
significant impact on reducing structural 
surpluses. At the same time, increasing the 
resources available to pay for the CAP means 
that the pressure for sharp reductions in 
support price levels and other policies 
necessary to make the package extremely 
constraining has been reduced for the short 
run. 


The base scenario indicates that without 
real policy reform, the EC's contribution to 
the world's cereals glut is likely to increase 
substantially, further depressing world prices, 
eroding competitors' markets, and 
contributing to trade conflicts with the United 
States and other exporters. The combination 
of a set-aside program with sufficient 
incentives to achieve large participation rates 
and an automatic stabilizer program has the 
advantage of permitting EC decisionmakers to 
avoid the politically difficult task of major 
annual price cuts. However, with farms in the 
EC averaging only 42 acres, it remains to be 
seen whether the amounts EC member nations 
are willing to offer farmers to set land aside 
will be sufficient to achieve important 
reductions in cereals area. 
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THE EC OILSEEDS SECTOR: Recent Developments 
and Reform Proposals 


by 


Mary Anne Normile 


ABSTRACT: Rapid increases in oilseed production have led to exploding 
budget outlays for oilseed sector support. The paper describes the EC's 
support mechanism for oilseeds and identifies changes in the regime 
resulting from 1988 budget and price decisions. Pressures for reform of 
the support regime are identified and policy reform options are evaluated. 


KEYWORDS: Oilseeds, Common Agricultural Policy, European 
Community, soybeans, rapeseed, sunflowerseed. 


Introduction 


EC-12 production of oilseeds has 
increased rapidly since the late 1970's, 
reducing U.S. soybean exports to that market 
and increasing the EC's support costs. This 
article explores reasons underlying the recent 
growth in output and summarizes the Key 
features of the EC's oilseed support regime 
that have contributed to production increases. 
It describes recent changes in oilseed policy, 
identifies pressures for policy reform, and 
evaluates some reform options. 


Trends in Production and Trade 


Record production in 1987 of principal EC 
oilseeds—-rapeseed, sunflowerseed, and 
soybeans—-represents continuation of a trend 
since the late 1970's of steady growth in 
output. Total EC-12 oilseed production has 
more than doubled since 1983 and has 
increased tenfold in the last decade (table 1, 
figure 1). In the 1987/88 marketing year just 
ending, EC-12 oilseed production accounted 
for an estimated one-half of domestic use 
(table 2)—-the highest ever. 


Increased Community production has 
resulted from two principal factors: the 
availability and adoption of improved varieties 
(particularly of rapeseed), resulting in large 
yield increases (table 3), and high oilseed 
support prices, which have led to sharp 
increases in area (table 4). An attractive 
price relationship relative to grains has also 
provided an incentive for producers to plant 
oilseeds on some land previously sown to 


Table 1--EC-12 production of major o{]seeds 


1983/84 1984/85 1985/86 1986/87 1987/88 
Million metric tons 


Rapeseed 2 
Sunf lowerseed 1 
Soybeans 0. 
Other 1/ 0 
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Total 4.6 6.3 132 8.4 11.6 


4/ Cottonseed, peanuts, flaxseed. 


Source: USDA, FAS. 


Table 2--EC oilseed production and use 1/ 


Year EC oilseed Total domestic Product ion/ 
product ion use use 
coer ee Million tons ------ Percent 

1979/80 2.9 21.5 11 


1980/81 3.2 19.5 17 
1981/82 3.3 21.4 16 
1982/83 4.5 21.7 21 
1983/84 4.6 19.7 23 
1984/85 6.3 20.8 30 
1985/86 7.2 22.2 32 
1986/87 8.4 24.2 35 
1987/88 11.6 25.4 2/ 46 2/ 


17 All o11seeds : soybeans, cottonseed, peanuts, sunflowerseed, 


rapeseed, copra, palm nuts, flaxseed. 2/ Forecast. 


grain. Support prices for the EC's three 
principal oilseeds rose sharply in the late 
seventies and early eighties, and have 
remained relatively stable at high levels since 
then. 


Increases in support prices were a result 
of the Commission's decision to boost 
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Figure 1 


EC-12 Production of Principal Oilseeds 
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domestic production of oilseeds to reduce the 
EC's dependence on imported oilseeds. EC 
policymakers have also wished to reduce the 
attractiveness of grain production in order to 
reduce persistent grain surpluses and the 
resultant high budget outlays. Increased 
demand for protein feedstuffs from the 
expanding livestock sector has led 
policymakers to intervene by providing 
crushers with subsidies to encourage increased 
use of local protein supplies, contributing to 
the rapid growth of domestic oilseed 
production by providing more outlets for 
domestic supplies. 


U.S. soybean exports to the EC-12 
declined sharply in the mid-1 980's, but have 
recovered somewhat in the last 2 years. In 
fiscal 1987, U.S. shipments benefited from 
high crush margins in Europe, as well as a 
declining dollar.1/ High crush margins were 
the result of strong demand for protein meals 
that also favored U.S. soybean meal 
shipments. The U.S. share of the EC soybean 
market rose to about 70 percent in 1986/87, 
after recovering from a low of less than 60 
percent in fiscal 1984 and fiscal 1985. U.S. 
soybean exports to the EC had fallen off from 
early 1980's levels that accounted for as much 
as a 90-percent share of the EC market. This 
decline was a result of increased EC 
production of competing oilseeds, competition 
from South America, and a strong dollar. 


1/ A crush margin is the difference between 
the price of an oilseed and the value of its oil 
and meal products. 
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Table 3--Oilseeds yields in EC-12 
a 


Soybeans Sunf ]owerseed Rapeseed 
ee 
(Mt/ha) 

1980/81 1.86 0.97 2.74 
81/82 2.06 0.92 2.20 
82/83 2.00 1.23 2.58 
83/84 2.34 1.19 2.19 
84/85 2.42 1.40 2.92 
85/86 eae 1.38 2.87 
86/87 ono ibs) 2.92 
87/88 3.05 1.61 3.18 


USDA/FAS. 


Source: 


Table 4--0ilseed area (harvested) 


—_—_e__———————— 


Marketing Soybeans Rapeseed Sunf lower- Total 

year seed 
1,000 hectares 

1980/8 1 15 748 826 1589 
81/82 16 920 974 1910 
82/83 15 1029 1227 2271 
83/84 38 1117 1472 2672 
84/85 60 1178 1646 2884 
85/86 124 1272 1991 3387 
86/87 286 1266 2130 3682 
87/88 493 1858 2319 4670 


Source: USDA/FAS. 


The United States exports no soybean oil 
to the EC, but does ship other vegetable oils, 
including cottonseed, corn, and peanut oils. 
Vegetable oil shipments to the Community 
have been quite variable over the last 10 
years, and are expected to decline over the 
long term because of increased availability of 
oil from domestic sources (particularly 
sunflowerseed and rapeseed). 


Despite being the world's largest importer 
of oilseeds and oilseed products, the EC is fast 
increasing its self—suff. iciency in vegetable oil 
and protein meals, as well as becoming a 
significant exporter of these products. At the 
same time that EC protein meal and vegetable 
oil consumption have been increasing, EC net 
imports (gross imports less gross exports) have 
been declining. The EC accounted for less 
than 6 percent of total world oilseed 
production last year. 


In 1986/87, domestic oilseed production 
accounted for about one-third of domestic 
use, requiring the EC to import a large share 
of its requirements. The Community imports 
approximately two-thirds of its oilseed meal 


requirements, down from 90 percent 5 years 
ago, and is approaching self-sufficiency in 
vegetable oil from domestically-grown 
oilseeds. When olive oil is included, the EC is 
close to self-sufficient in vegetable oils. 


The growth in oilseed production has 
enabled the Community to reduce dependency 
on imported oilseeds, but it has also resulted 
in increasingly large budget outlays in the 
form of price subsidies and export aid. 
Expenditures of the European Guarantee and 
Guidance Fund (EAGGF)-—-the agricultural 
budget——on the oilseed program have been the 
fastest-growing component of the EC budget 
in recent years (table 5), more than tripling 
since 1984. In 1986, EAGGF expenditures on 
oilseeds alone totaled 2.03 billion ECU ($2 
billion) and accounted for 9 percent of total 
outlays. 


Budget costs for the oilseeds regimes 
have risen as a result of several factors, 
including larger production and processing 
subsidies, rising oilseed output, falling world 
prices, and adverse exchange rate 
movements. The zero—tariff binding on 
imported oilseeds, negotiated in 1962 as part 
of the Dillon Round, means that oilseeds enter 
the EC market at world market prices. 
Support payments are roughly equal to the 
difference between the internal support price 
and the world market price. Thus, as world 
prices fall, outlays for price support rise. 


Support payments are also related to the 
output level; there is no limit on the volume of 
oilseed production that may qualify for 
support, although production in excess of 
threshold levels reduces the support received 
for the entire crop (discussed below). As a 


Table 5--EAGGF expenditures by Commodity 





1984 1985 1986 

Million ECU Percent. Million ECU Percent Million ECU Percent 

Cereals 1,650 9.0 2,310.2 11.7 3,391.2 15.4 

011 seeds 655.6 3.6 1,110.6 5.6 2,027.5 9.2 

Dlive of] 1096.4 6.0 692.2 3.5 604.3 aa, 

Protein 

crops 215.6 1.2 372.5 1.9 460.0 oy 

Sugar 1,631.5 8.9 1,804.5 9.2 1,725.6 7.8 

Dairy 5,441.7 28.6 5,933.2 30.1 5,405.1 24.5 
Meat, poultry 


and eggs 3,246.0 hel 3,476.8 17.7 4,348.2 19.7 
Other 1/ 4,705.1 25.6 4,007.0 20.3 4,117.3 18.6 
22,079.2 100 


Total 18,371.9 100 19, 707.0 100 


ener 
Source. Commission of the European Community, Financial Report of the European 


Guidance and Guarantee Fund (various years). 
4/Other includes wine, fruit and vegetables, tobacco, and cotton, flax, and heap. 


result, production increases drive up support 
expenditures. The strengthening of European 
currencies vis—a—vis the dollar has resulted in 
a widening of the gap between internal EC and 
world prices for oilseeds (typically 
denominated in dollars), increasing budget 
outlays. 


Oilseed Support Mechanism 


An understanding of the EC oilseed 
support mechanism is important to 
interpreting recent policy changes. Rapeseed, 
soybeans, and sunflowerseed all benefit from 
support under the CAP. The basic mechanism 
of support is a price subsidy, where payment is 
made initially to processors and passed 
through to producers. 


The Commission sets a target price for 
rapeseed and sunflowerseed and a guide price 
for soybeans. This price has been substantially 
higher than prevailing world oilseed prices 
during the last 10 years (figures 2 and 3). 
Oilseed crushers, or other first buyers, receive 
a subsidy equal to the difference between the 
target price and the world price. The crushing 
subsidy may vary weekly with changes in the 
world price. Crushers pay oilseed producers a 
price at least as great as the intervention 
price, or producers may sell to intervention 
stocks. The intervention price is set slightly 
below the target price (see figure 4), so that 
the majority of the subsidy is effectively 
passed on to the grower. Sales of oilseeds to 
intervention are rare, but this option does 
ensure a minimum price to the producer. 


The crushing subsidy allows crushers to 
pay EC farmers high support prices for 
domestically—produced oilseeds, and enables 
them to sell oil and meal at prices competitive 
with the world market, while maintaining 
crushing margins. Oilseed meal, like oilseeds, 
enters the EC duty-free; tariffs of 10 to 15 
percent apply to most imported vegetable oils, 
but are low relative to many other supported 
commodities. The combination of high 
producer support for oilseeds and zero or 
modest tariffs for oilseed products contributes 
to burgeoning budget costs. 


The Commission also establishes the level 
of monthly increments to the target and 
intervention prices for rapeseed and 
sunflowerseed. These regular price increases 
are established for a minimum number of 
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Figure 2 
Rapeseed Prices 
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Figure 3 
Soybean Prices 
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months over the marketing year and are meant 
to reflect producer costs of holding 
inventories (interest and storage costs). A 
premium over the basic target and 
intervention price is offered for "double—low" 
rapeseed, a term for improved varieties that 
have low levels of both erucic acid and 
glucosinolate. These are undesirable 
compounds that have been reduced in certain 
rapeseed varieties through hybridization. 
Low-erucic—acid rapeseed oil has all but 
eliminated a compound believed to cause 
health problems in humans, and meal from 
double—low rapeseed can be used for a wider 
variety of feeding uses over its single-low 
predecessors. By 1990/91, the subsidy will be 
paid only for double—low rapeseed. 


The treaty governing the 1986 accession 
of Spain and Portugal to the EC provided for a 
transition period during which support prices 
for oilseeds in these countries will gradually 
be aligned with CAP prices. Support prices 
for Spanish-produced oilseeds are lower than 
in other EC countries. Maximum Guaranteed 
Quantities (MGQ's) (described below) for 
Oilseeds also apply to Spain and Portugal, but 
are set separately from EC-10 thresholds. 
Spain and Portugal may also maintain 
quantitative controls on imports of oilseeds 
(except soybeans) and oilseed products until 
1991. Soybean imports into Spain are allowed 
under the condition that any oil produced 
above the established consumption quota is 
exported. 


The rapid growth in budget costs for 
oilseeds has led the Commission to attempt to 
control expenditures through the use of 
“stabilizers." Production thresholds were 
introduced for rapeseed in 1982 and 
sunflowerseed in 1984, and were extended to 
include soybeans in 1987. A production 
threshold, or Maximum Guaranteed Quantity 
(MGQ), establishes a production ceiling beyond 
which support will begin to be reduced. Under 
the current system, at the beginning of the 
marketing year an MGQ is established. If 
actual production exceeds this amount, 
producer support is reduced by a related 
percentage of the support price. For 1987/88, 
price supports could be reduced by a maximum 
of 10 percent. 


The agreement produced during the 1988 
Brussels summit resulted in new levels for 
stabilizers in the oilseed support regime. If 


the MGQ is exceeded, target and guide prices 
are reduced by 0.45 percent for each 
1-percent excess production in 1988/89, and 
would be reduced by 0.5 percent for each 
1-percent overshoot in the next 2 years, with 
no limit to the reduction in the price support 
level. 


The 1988/89 price proposals would reduce 
monthly increments to target prices by 50 
percent. However, production thresholds 
(MGQ's) were increased for all oilseeds (table 
6), which will lessen the impact of the 
stabilizers. Premiums paid for double-low 
rapeseed were maintained. In 1986/87, the 
bonus paid for double—-low rapeseed was about 
3 percent of the target price. 


The Commission has proposed that 
target/guide and intervention prices for 
1988/89 remain unchanged from 1987/88 
levels, except for Spain where increases were 
provided for in the accession agreement. 
Institutional prices for Spanish oilseeds are 
still below those available to other member 
countries. 


In 1987/88, actual EC-10 production 
exceeded the MGQ for rapeseed (by 40 
percent) and sunflowerseed (62 percent), 
resulting in reductions to target and guide 
prices of the maximum 10 percent. Spain and 
Portugal did not exceed their production 
thresholds for rapeseed and sunflowerseed. 
EC-12 soybean production exceeded the MGQ 
by 36 percent, reducing target and guide 
prices by 10 percent. 


Oilseeds are also eligible for export 
assistance. EC exports of oilseeds have been 
negligible, accounting for 1 percent or less of 
production in most years. To sell EC oilseeds 
to third countries, export refunds, equal to the 
difference between the EC market price and 
the lower world price, are available for 
rapeseed and sunflowerseed. They are, 
however, seldom used, and amounted to only 2 
million ECU ($1.97 million) in 1986. The 
export refund is set lower than the crushing 
subsidy to promote domestic crushing and 
production of vegetable oil and protein meal. 
Export refunds, crushing subsidies, and 
intervention purchases comprise the budget 
expenditures on oilseeds, but the bulk of these 
are crushing subsidies. 


Pressures for CAP Reform 


Pressure to reform the oilseed support 
regime within the CAP have arisen from both 
internal sources—-the EC's agricultural 
budget, the CAP, and enlargement—-and 
external sources, including trade disputes and 
trade negotiations sources. 


Budget—-The most important source of 
pressure on the EC to reform its commodity 
support regimes continues to be the EC 
agricultural budget. In 1986, the agricultural 
budget accounted for about 70 percent of all 
outlays by the EC and has grown by almost 50 
percent since 1983. Expenditures in support of 
the oilseeds sector have risen rapidly, with 
little slowdown anticipated. The growing 
agricultural budget strains limited EC 
financial resources and creates a source of 
friction among the member nations. 


Imbalance within the CAP--The high producer 
supports and low trade barriers on oilseeds and 
oilseed products complicate financing of the 
oilseed regime. Imbalances also exist among 
commodity support regimes within the CAP. 
Vegetable oil, which does not receive price 
support, competes in consumption with butter 
and olive oil, whose prices are supported. 
Similarly, oilseed meal is priced at market 
levels; it may compete with domestic feed 
grains, whose price is supported at 
above—market levels. Both butter and feed 
grains receive high levels of support, and 
competition from oilseed products exacerbates 
surplus disposal problems for these products. 
When policy imbalances lead to increased 
budget costs, they provide an incentive to 
make commodity regimes within the CAP 
more consistent and provide an opportunity for 
reform. 


EC Enlargement-—-The accession of Spain and 
Portugal to the Community has created an 
additional source of pressure on the oilseed 
budget. Spain accounts for between 10 and 20 
percent of all EC oilseed production, but for a 
much higher percentage of EC sunflowerseed 
output. Under the terms of the accession 
agreement, Spanish and Portuguese oilseeds 
will not be fully integrated into the support 
regimes until 1991. Spanish and Portuguese 
oilseed producers currently receive a lower 
level of support than others in the EC-12. 
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Given Spanish and Portuguese production 
potential, higher price supports will translate 
into significant increases in production. This 
additional production will further strain the 
agricultural budget. The addition of Spanish 
olive oil to EC edible oil supplies provides 
more competition, and olive oil support adds 
an additional burden to the budget. 


Trade Disputes—-Trade disputes are a source 
of outside political, and sometimes legal, 
pressure for policy reform. In December 1987, 
the American Soybean Association filed a 
Section 301 complaint with the U.S. Trade 
Representative (USTR) against the EC.1/ The 
U.S. Government agreed in January 1988 to 
investigate the charges. The petition alleges 
that the Community's oilseed and protein crop 
subsidies have hurt U.S. exports of soybeans 
and soybean meal to that market, and are in 
violation of EC obligations under the General 
Agreement on Tariffs and Trade (GATT). It 
charges that the EC's production and 
processing subsidies, established after the EC 
granted duty-free status (bound under GATT) 
to soybeans and soybean meal, "impair and 
nullify" the benefits due U.S. exporters from 
these bindings. It claims that subsidies, which 
have led to an increase in EC—produced 
oilseeds and protein crops, have caused the 
displacement of U.S. soybean and soybean 
meal exports to the EC. 


The U.S. share of EC soybean imports fell 
from a high of about 90 percent in 1981/82 to 
a low of about 60 percent in 1983/84 and 
1984/85 (table 6). The share of EC protein 
meal demand filled by imports has 
traditionally been in excess of 95 percent. 
Since 1981/82, with the dramatic growth in EC 
rapeseed and sunflowerseed products, the 


1/ Section 301 of the Trade Agreements Act 
of 1974 (amended) provides authority to 
respond to unfair trade practices that restrict 
U.S. trade by countries who have signed trade 
agreements with the United States. Responses 
may include rescinding trade concessions or 
imposing compensatory duties or fees on 
products imported from the country engaging 
in unfair trade practices. The United States is 
seeking resolution of the dispute through 
GATT; in May 1988 the EC blocked the U.S. 
request for a GATT panel to examine whether 
the EC's oilseeds regime has offset its zero 
binding on duties on imported oilseeds. 
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market share held by imports has declined to 
nearly 75 percent in 1987/88. The United 
States and other foreign suppliers find 
themselves competing for a shrinking share of 
the EC market. Total EC soybean meal 
imports rose slightly during the 1980's, due to 
competitive factors such as exchange rates, 
but the U.S. share of those imports has 
dropped because of competition from Latin 
American sources (table 7). 


Multilateral Trade Negotiations (MTN)—-The 
Uruguay Round of multilateral trade 
negotiations was initiated in September 1986. 
Agricultural trade, and particularly the 
nontariff barriers that restrict trade in 
agricultural products, are receiving high 
priority. The EC proposal for negotiating 
reductions in trade barriers indicates that a 
reduction of market imbalances will be their 
key focus in the agricultural negotiations. The 
EC has stated its desire to "harmonize" its 
commodity policies by trading off concessions 
on grains, with elimination of the zero tariff 
binding on oilseed imports. The United States 
is particularly interested in phasing out all 
subsidies which directly or indirectly affect 
agricultural trade and all market access 
barriers. This would include EC subsidies in 
support of its oilseed sector. 


Table 6--U.S. share of EC-12 soybean imports 


Imports see Tota) imports 2/ U.S. share 
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----Million metric tons --- Percent 


1979/80 
1980/81 
1981/82 
1982/83 
1983/84 
1984/85 


16.3 80 
13.2 78 
16.0 93 
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15.7 83 
12.9 57 
12.9 57 
1985/86 13.2 67 
1986/87 14.3 11 
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Table 7--U.S. share of EC-12 Soybean meal imports 


Imports i Total imports 2/ U.S. share 
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1981/82 
1982/83 
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12.3 34 
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13.3 14 
1985/86 13.8 19 
1986/87 13.6 24 
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Alternatives for CAP Reform 


Several options have been discussed to 
deal with some of the problems of high budget 
costs of the oilseed support regime. Some of 
the stabilization measures proposed by the 
Commission are summarized here. 


Impose vegetable oil tax-—A tax on vegetable 
oil consumption, proposed unsuccessfully in 
the 1970's, was again proposed in 1987. While 
ultimately rejected, the EC's vegetable oil tax 
could be proposed again. The tax was 
proposed in response to the need for new 
financing for the rapidly increasing cost of the 
oilseeds regime. This so—called "stabilizing 
mechanism" would impose an equal unit tax on 
all vegetable and fish oils consumed within the 
EC, regardless of origin. As a result, lower 
value oils that are mostly imported, such as 
soybean and palm oils, would be taxed at a 
higher rate than high-value oil, such as 
domestically—produced olive oil. 


The tax would increase consumer costs, 
encourage substitution of animal fats 
(including butter) for vegetable oils, and would 
discourage soybean imports by depressing 
crush margins. Proceeds would be used to 
fund support of the oils and fats sector, thus 
easing budgetary pressure from the oilseeds 
regime and encouraging continued production 
of commodities that compete with U.S. 


exports. 


The proposal was dropped in 1987 for lack 
of agreement. The 1988 budget agreement 
identified new funding sources for the budget, 
thus eliminating one of the reasons for the tax. 


Strengthen stabilizer (MGQ) system—-The 1988 
agreement eliminated the maximum reduction 
in prices. Prices can now be reduced without 
limit if production exceeds MGQ levels. 
However, the system of production thresholds 
has been largely ineffective because support 
prices are so far in excess of the world price, 
and profit margins on oilseeds are so high, that 
small (5 to 10 percent) cuts in support f ail to 
provide significant disincentives to the 
producer. Production thresholds have also 
tended to rise over time as production has 
risen (table 6), and thus have not provided 
meaningful restraint on production. 


Reduce institutional prices——In crop year 
1987/88, target and intervention prices for 


Table 8--Guarantee thresholds for o1)seeds 





1986/87 1987/88 1988/89- 1990/91 


Million metric tons 


Rapeseed 1/ 3.5 3.5 4.5 
Spain 0.010 0.010 0.013 
Portugal 0.001 0.004 0.001 

Sunflowerseed 1/ 1.7 Ne 2.0 
Spain Wee! qe2 1.411 
Portugal 0.054 0.054 0.063 

Soybeans 2/ NA 14 - 1.3 
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rapeseed and soybeans were reduced by 3 
percent (in addition to the 10 percent 
reduction resulting from production in excess 
of threshold levels). The Commission's 
proposals for 1988/89 call for institutional 
prices to remain unchanged, but monthly 
increments will be reduced by half. If 
approved, support prices will remain well 
above world levels. Support prices are 
estimated to decline by 5-15 percent based on 
oilseed production forecasts and the new 
production thresholds. These declines are too 
small to have much impact on production, 
particularly when the resulting support price is 
compared to the price available for competing 
crops such as grains. 


The Commission is likely to face strong 
opposition to larger reductions in the level of 
support prices or limitations on the volume of 
production eligible for support, as the 
Community still imports a large share of its 
oilseed needs. The Commission failed to 
propose more dramatic measures for 1988/89, 
but may have to consider doing so if oilseed 
production continues increasing at the pace of 
the last few years. The set-aside proposal 
being discussed for grains is not likely to be 
considered for oilseeds unless surpluses arise. 


Conclusions 


The rapid growth in oilseed production in 
the European Community has resulted largely 
from support prices that are high relative to 
world prices, and returns that are greater than 
those of competing crops, particularly wheat. 
The rise in output has produced large increases 
in EC budget costs for oilseed support, further 
taxing limited EC financial resources and 
bringing pressure on the EC to revamp the 
oilseed regime. There are many internal 
pressures arising from inconsistencies among 
commodity support regimes within the CAP 
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and the additional costs of supporting Spanish 
and Portuguese producers. These add to 
external pressures, primarily from trading 
partners and competitors, to change the terms 
of oilseed support. 


EC responses have taken the form of 
proposed actions to amend the support 
mechanism, including a vegetable oil tax, a 
revised system of price restraints when 
production exceeds threshold levels, and no 
increase in support prices. Reforms instituted 
thus far are unlikely to have much impact on 


production in the short run. Policy changes 
produced during the Brussels summit may slow 
the rate of increase of oilseed support costs, 
but will not likely result in a turnaround in the 
trend toward greater oilseed production. The 
EC continues to be an oilseed—deficit, and 
grain-surplus, area. Policies aimed at 
containing the growth of grain production may 
result in grain producers turning to oilseeds as 
an alternative, particularly if returns to 
oilseeds relative to grains continue to favor 
oilseeds. 
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EC LIVESTOCK: Three EC Actions Threaten U.S. 
Meat Exports, and Dairy Quotas Will Continue 


by 


David R. Kelch 


Abstract: The Commission of the European Community (EC) has issued 
two directives which could seriously affect U.S. beef and beef offal and 
sheep and sheep offal exports to the EC. One of the directives bans the 
imports of meats treated with hormonal substances (growth promotants), 
and if implemented as scheduled on J anuary 1, 1989, would reduce affected 
U.S. meat exports to the EC to near zero. Another directive requires all 
meat plants exporting to the EC to conform to very specific procedures for 
slaughter, processing, and inspection. While the EC has certified a number 
of U.S. facilities for conformance with its procedures, some plan to that 
previously exported will no longer be able to do so without costly 
modifications. EC administration of the U.S. high quality beef quota has 
not been effective, and changes have been made. These issues will require 
varying degrees of negotiation and monitoring before agreement is 
reached. Also, further cuts in the EC dairy herd will most likely carry into 
the 1990's, because of lagging demand and productivity—enhancing 


biotechnology. 


Keywords: European Community, directives, hormonal substances, health 
regulations, quota administration, U.S. exports, dairy quota, biotechnology. 


Introduction 


The EC has announced intentions to 
implement a ban on hormonal implants (growth 
promotants) in animals, which would 
effectively eliminate U.S. exports of beef, 
veal, lamb, mutton, and offals to the EC. 
Another EC directive would force all meat 
plants that export to any EC country to adhere 
to the detailed EC regulations for slaughter, 
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processing, and inspection. A third issue 
involves the administration of the U.S. beef 
quota in the EC. Prior to recent changes, 
mechanics of quota administration led to 
below—quota imports, even thoug EC importer 
demand exceed the quota levels. These three 
issues brought U.S. and EC officials into 
frequent close contact this past year, and are 
likely to continue to do so in 1988. Prospects 
for a long-term solution are good in all three 


cases, but their resolution will require intense 
negotiation and constant monitoring. 


The Hormone Ban 


The most controversial livestock issue for 
the United States and the EC is the ban on 
imports of meat and meat food products from 
animals treated with androgenic, estrogenic, 
gestagenic, and thyrostatic hormonal 
substances for fattening purposes, which is 
scheduled to affect third country imports on 
Jan. 1, 1989. The ban was to have gone into 
effect on January 1, 1988, but intense pressure 
from within the EC and from third—country 
exporters to the EC, particularly the United 
States, resulted in a 1-year delay in 
implementation, during which meat from third 
countries can be exported to the EC. 


Further intensive efforts to rescind or 
modify the ban are expected in 1988 from 
some EC livestock producers, domestic and 
foreign manufacturers of hormonal substances, 
and third—country exporters such as the United 
States. However, continued EC consumers' 
opposition to the use of hormones, as well as 
the surplus of beef in the EC, will continue to 
give the EC Council impetus to maintain the 
ban. This issue will likely heat up in 1988 
because the ban is viewed by third countries as 
a non-tariff trade barrier, lacking a scientific 
basis, which could result in significant 
economic loss. 


Economic Consequences of the Ban 


The economic damage of the hormone ban 
to countries will encompass all exports of 
beef, veal, lamb, mutton, or beef offals 
because it is impossible or impractical to 
document each animal's history of treatment 
with hormones during its entire life. 
According to a study published by USDA's 
Food Safety and Inspection Service (FSIS), 
New Zealand, Argentina, and the United 
States will lose $328 million, $168 million, and 
$105 million, respectively, because of the ban 
(USDA/FSIS). Based on 1986 trade, over 90 
percent of the U.S. losses by volume would be 
absorbed by exporters of beef offals, and the 
remaining 10 percent consists of small 
amounts of veal, lamb, and mutton products 
(see table 1). 


The FSIS study concludes that France 
would be the biggest loser in the EC, as it 1s 


Table 1. U.S. exports to the EC and world of beef, veal, 
mutton and lamb products, 1980-86 


1980 1981 1982 1983 1984 1985 1986 _ 1980-86 
Million dollars 
EC 137.3 124.0 113.6 87.3 TICS WeTS 37105-41036 


World 392.7 467.6 550.0 615.8 659.5 654.3 924.4 594.9 


Source: FSIS, Economic Impact of the European Economic Community’s 
Ban on Anabolic Implants. 


estimated that the ban would reduce carcass 
weight there by 10 percent. If the United 
States were to comply with the ban and ship 
only untreated meat and meat food products, 
it would have to cease use of hormonal 
substances entirely, because no adequate tests 
are available to prove there has not been 
hormonal treatment. If the entire U.S. herd 
were untreated, the study reports 
thatproduction would decline by an estimated 
13 percent and net return to retailers would 
decline by about $4 billion (USDA/FSIS). 


The Hormonal Substances in Question 


Hormonal substances have been 
administered to animals all over the world for 
30 years, including the United States and EC 
countries, and they have proven safe and 
efficacious. Hormonal implants became an 
issue in the EC in 1980 when residues of 
Diethylstilbestrol (DES), a recognized 
carcinogen, were found in veal—based baby 
food. Initially all anabolic agents were 
banned, but this was later revised to include 
only DES (which had also been banned in the 
United States); other anabolic agents were 
permitted while a complete scientific review 
of their safety was undertaken (USDA/FSIS). 


The main benefits derived from the use of 
hormonal implants include improved weight 
gain, leaner meat, more efficient feeding, and 
enhanced nitrogen utilization. Hormonal 
substances have been proven safe when used 
under proper animal husbandry practices, and 
have been approved by the U.S. Food and Drug 
Administration, by the Codex Alimentarius of 
FAO through a FAO/WHO Joint Expert 
Committee on food additives, and by a 
22—member Scientific Working Group 
(Lamming Committee) appointed by the EC 
Commission. 2/ 


The leader of the EC scientific group, 


Professor Eric Lamming, whose report was 
suspended just prior to release because of its 
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favorable findings on synthetic hormones, 
believes the ban will eventually collapse once 
implemented. He and other leading European 
scientists have been cited as arguing that the 
ban is unscientific, will be impossible to 
police, and will lead to a huge black market 
across Europe because hormonal implants 
make the difference between profit and loss 
for many livestock farmers (Food Chemical 
News, October, 1986, pp. 3-9). The greatest 
fear is that the implants will be improperly 
administered or controlled because of the ban, 
which could lead to harmful effects for 
consumers. 


Under the ban, hormones will still be 
available for therapeutic use when approved 
by a veterinarian. The possibility still exists 
that the ban could be somehow modified to 
allow a wider interpretation of therapeutic 
use, which would allow some imports from 
third countries. 


Current Situation and Prospects 


Internal and external pressure to rescind 
the ban continues to be exerted, and takes 
many forms and avenues. The U.K. brought a 
case to the European Court of Justice which 
initially led to the ban's overturn early this 
year. The case was based on the ban's 
approval by a majority vote of the Council of 
Agricultural Ministers, rather than by a 
unanimous vote, and because due regard was 
not taken of the scientific evidence available. 
While the U.K. won the case, the decision was 
based on the procedure in the Commission and 
not on the scientific evidence. The EC 
Commission has since reinstated the ban using 
the proper procedure. 


Another case was decided in late J anuary, 
also at the European Court of Justice. It was 
brought by a leading French veterinary 
products manufacturer on grounds that the ban 
would cause "grave and irreparable damage" to 
the company, that it was a violation of the 
GATT which forbids non-tariff barriers to 
trade, and that the ban was implemented for 
political reasons and not for health concerns. 
While the company lost the case, it is reported 
to have a war chest of several hundred 
thousand dollars to be spent against the ban 
(Agra Europe, January 22, 1988). 


The United States has filed a case against 
the EC in the GATT under the Standards Code, 
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but the EC has blocked the establishment of a 
‘technical experts group to review the 
scientific facts of the matter, effectively 
stopping the proceedings. The United States 
and the EC also continue to meet bilaterally 
to find a long-term solution to the issue at the 
technical level. The day after the ban was to 
have gone into effect on January 1, 1988, the 
United States first implemented, then 
immediately suspended, retaliation. This 
procedure will permit the U.S. Trade 
Representative to reimplement the retaliatory 
measures rapidly if access to the EC market is 
cut by implementation of the ban. The 
retaliation list has a value of $100 million, 
roughly equal to the 3-year average of U.S. 
exports to the EC affected by the ban. 


Third—Country Meat Directive 


The EC was to have begun application to 
the United States of a Commission directive 
requiring third—-country meat processing plants 
to adhere to EC standards established for 
intracommunity trade on January 1, 1988. In 
response to U.S. pressure, application of the 


directive was postponed to April 1, 1988 to 


allow more inspections to take place. U.S. 
officials were fearful that not enough plants 
would be approved to allow continuity in U.S. 
shipments to the EC. 


U.S. exports of high quality beef and beef 
offals do not appear to have been affected as 
yet by the directive. U.S. inspection of 
foreign plants exporting to the United States 
has been required since 1967 (GAO, 21 (USC) 
601). The EC set its own standards in LO72s 
and until last year accepted U.S. practices as 
equivalent, if not the same as the EC. The 
strict application of the EC directive has 
resulted in a substantial reduction in the 
number of U.S. plants authorized to ship to the 
EC. Although at present, plants that have 
been approved have sufficient volume to 
maintain U.S. export levels, some plants that 
previously exported to the EC will no longer 
be able to do so without costly modifications. 
Other countries that send a relatively high 
percentage of their beef exports to the EC 
have complied with the directive, including 
New Zealand and Australia. 


The official U.S. position is that the 
directive is a discriminatory non-tariff trade 
barrier which is applied more stringently to 


third countries than to member states, and: 
that USDA regulations assure equivalent 
quality and safety standards. The EC 
maintains that plants in the EC which ship 
meat to other EC members must pass the 
same inspection. The U.S. Trade 
Representative accepted a 301 petition in J uly 
1987, and subsequently the EC agreed to a 
GATT panel in December of last year to 
investigate the Directive. However, the 
United States and the EC have not been able 
to agree on panel composition or terms of 
reference. 


Most U.S. facilities approved by EC 
inspectors have been for cold storage for beef 
offals or horsemeat, while only a few have 
qualified for shipment of high quality beef. 
Some smaller U.S. plants have not made the 
necessary modifications to pass inspection. 
Special EC legislation approving imports of 
sliced livers has been approved, eliminating 
the cause of a temporary suspension of U.S. 
exports to the EC. 


Administration of 
High Quality Beef Quota 


Problems with administration of the 
10,000—metric-—ton high quality U.S. beef 
quota have prevented the quota from being 
filled in the past. The quota has recently been 
oversubscribed by importers wanting to insure 
a supply of U.S. beef to EC consumers. But 
those granted allotments did not always 
import their portion of the quota, and past 
administrative procedures did not permit 
quota allotments to be reissued once awarded. 
In an attempt to alleviate this problem, the 
EC is reviewing the allotments on a quarterly 
basis, and any unfilled allotment is open for 
bids in the following quarter. 


While the EC is following U.S. 
suggestions, the quotas continue to be 
oversubscribed, meaning that demand for 
quota allotments exceeds the available 
supply. While in part this represents demand 
for U.S. beef in excess of supply permitted by 
the quota, it also reflects existence of a 
market for quota allotments. It is not 
uncommon for granted licenses to be resold at 
a profit. The deposit for those granted 
allotments was increased from $20 to $100 per 
metric ton, which should have eliminated some 
of the bidders if speculative gain were the 


only source of demand. It appears that the 
1987 EC imports of U.S. beef filled the 
quota. Quotas for the first two quarters of 
1988 have again been substantially 
oversubscribed, indicating that problems 
continue. Thus, modifications in the 
administration of the quota have been 
requested again. 


EC Dairy Sector Continues 
To Face Radical Changes 


In spite of recent measures to reduce EC 
milk supplies, it appears that in the long run 
the EC dairy sector will continue to be 
plagued by overproduction and structural 
surpluses. This is likely to occur even though 
milk deliveries for 1988 are expected to 
decline by 3 percent, and foreign demand for 
milk protein has recenlty strengthened. The 
central factors in future EC overproduction 
are the likely increase in productivity 
resulting from yield—enhancing biotechnology 
and the economic restructuring of the dairy 
sector. 


Technological advances center on embryo 
transplants, robot milking, and bovine 
somatotropin (bSt), a recombinant DNA 
technique that regulates the endocrinological 
system. Introduction of these technologies 
over the next few years will likely increase 
yields by 25 to 60 percent. The combination 
of new technology and the transfer of milk 
quotas will likely accelerate the trend to 
larger, more efficient dairy farms and dairies 
in the EC, while the EC dairy herd shrinks. 


This will all occur while world demand is 
likely to be declining because of higher 
self-sufficiency ratios for milk and stagnant 
economic growth. Furthermore, EC 
consumers are ever more conscious of the 
health and weight considerations of animal fat 
consumption. One estimate puts the EC-12 
surplus at 10 million metric tons in 1990 
(Buckwell). 


The future surpluses will occur against a 
background of severe adjustments begun in 
1984. While milk deliveries exceeded quotas 
in 1985 and 1986 because of a low superlevy, 
the quota was reduced and the superlevy was 
sharply increased in 1987 and through the 
1988/89 season. Indications are that milk 
deliveries have declined by 5 percent for the 
1987/88 season which ended March 31. 
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However, because of high butter fat levels 
deliveries would have had to decline by a 
greater amount to have met the quota, which 
is based on fat content since over half the 
milk delivered is processed into butter and 
skim milk powder (SMP). While the EC is 
expected to meet the next dairy quota cut of 
2.5 percent in June 1988, internal pressure to 
raise prices and abolish or stabilize the quota 
in the 1990's will likely produce a buildup of 
butter and SMP stocks in the long run. 
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NONGRAIN FEEDS IN THE EC 
AND IMPLICATIONS OF PROPOSED POLICY REFORMS 


by 


Walter H. Gardiner 


ABSTRACT: EC imports of nongrain feeds increased sharply during the 
1970's and early 1980's in line with rapidly expanding livestock production, 
wider use of manufactured feeds, rising prices for domestic feeds, and null 
or low duties on nongrain feed imports. In response to burgeoning surpluses 
for grains and livestock products, along with the financial crisis 
confronting the Common Agricultural Policy, the EC Commission has 
proposed and implemented various policy measures to restrain imports of 
nongrain feeds. A number of studies indicate that a reduction of EC 
support prices, rather than restrictions on nongrain feed imports, would be 
more effective in reducing grain surpluses. Attempts by the EC to limit 
nongrain feed imports have been a major source of friction between the EC 
and its trading partners, and will likely be an important issue in the current 


round of GATT negotiations. 


Keywords: Nongrain feeds, imports cereal substitutes, European 
Community, Common Agricultural Policy. 


Introduction 


Nongrain feeds refer to the variety of raw 
materials used by the European Community's 
(EC) compound feed industry in manufacturing 
livestock feeds. Nongrain feeds in this article 
are limited to those products that the EC 
Commission labels "cereal substitutes," which 
they define as: 


"  feedingstuffs (mainly non—cereals and 
certain cereal products) which are 
imported into the Community without 
import levies, or with low levies which 
can thus displace Community feedgrains 
from compound feeds by virtue of their 
relatively low price" (Agra Europe, Sept. 
ZaLYSo). 


Nongrain feeds include primary 
commodities such as manioc and 
sweetpotatoes, as well as byproducts of 
industrial processing such as wheat bran, corn 
gluten feed, corn germ cake, brewers' and 
distillers’ grains, sugar beet pulp, citrus pulp, 
and other fruit waste. 


This article describes the role of nongrain 
feeds in the EC's feed—livestock sector, the 
debate over "cereal substitutes" in the EC, 
policy reform measures to deal with 


commodity surpluses and the budget deficit, 
and studies which analyze the effects of 
proposed measures to limit nongrain feed 
imports into the EC. The EC Commission's 
recent proposal to subsidize the use of grain in 
compound feed as part of the 1988/89 farm 
price package represents the latest attempt to 
reduce grain surpluses in the EC and limit 
nongrain feed imports. 


EC Imports of Nongrain Feeds 


EC imports of nongrain feeds grew at an 
annual rate of 13 percent between 1970 and 
1982, from 3.7 million tons to 16.2 million 
(table 1). Around 1.3 percent of the growth 
was due to the entry of the United Kingdom, 
Ireland, and Denmark to the EC after 1973. 
Imports of grain feeds declined to 13.6 million 
tons in 1984 and recovered somewhat in 1986 
to 15.0 million, or about 7 percent below the 
peak level of 1982. However, this increase 
was due to the entry of Spain and Portugal 
into the EC in 1986. EC nongrain feed imports 
excluding Spain and Portugal would have 
totaled around 14.1 million tons in 1986. 


Manioc, also known as cassava or tapioca, 


has been the most significant of the nongrain 
feeds imported by the EC in recent years, 
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Table 1--EC imports of selected nongrain feeds from nonmember suppliers 


code Commodi t 





: Manioc 


0706.30 1/ 1,352 
0706.90 : Sweetpotatoes : 12 
2302.01 2/ : Corn and rice brans: max. 35 percent starch : 81 
2302.09 : Corn and rice brans: over 35 percent starch : = 
2302.21 3/ : Wheat brans: max. 28 percent starch 1,073 
2302.29 : Wheat brans: over 28 percent starch : = 
2303.15 4/ : Corn gluten feed ; 598 
2303.81 5/ : Sugar beet pulp : - 
2303.90 : Brewers’ and distillers’ grains i 453 
2304.06 : Corn germ cake: less than 3 percent fat : S 
2304.08 : Corn germ cake: 3-8 percent fat ; = 
2306 . 20 : Grape marc : = 
2306.50 6/ : Citrus pulp : 97 
2306 .90 : Other fruit waste : 32 

Total 7/ : 3,698 


NIMEXE ; : : ‘ : : : { : 





1975 1980 1981 1982 1983 1984 1985 1986 
1,000 tons 

2,222 4,866 6,677 8,101 4,505 5,257 6,336 5,822 
115 324 88 55 142 101 351 602 
267 233 279 222 265 190 80 1 

- 5 5 6 7 4 3 3 
4,237 el OFM) 1040793 eG TOME OO 887 665 
- 5 6 D 7 1 3 4 
930 2,596 2,837 2,842 3,566 3,734 3,542 4,098 
176 190 284 390 529 417 488 =: 321 
57 290 365 377 498 416 436 633 
465 856 790 735 735 609 530 571 
60 202 242 328 570 427 428 869 
10 38 57 35 42 38 8 0 
480 1,574 1,351 1205) ee 4 30mm 0 1nG29 mtn 4G 7) ee 46297 
56 156 103 130 157 95 106 207 
6,075 13,039 14,788 16,221 14,132 13,612 14,665 15,043 


~ = Not available. 


1/ NIMEXE codes 0706.10 and 0706.20 for 1983-86. 
4/ NIMEXE code 2303.10 for 1970. 
1970, EC-9 for 1975 and 1980, EC-10 for 1981-85, and EC-12 for 1986. 


2/ NIMEXE code 2302.11 for 1970 and 1975. 
5/ NIMEXE codes 2303.51, 2303.53, and 2303.59 for 1986. 


3/ NIMEXE code 2302.13 for 1970 and 1975. 


6/ NIMEXE code 2306.10 for 1970. 7/ £C-6 for 


Source: Statistical Office of the European Community (EUROSTAT), Analytica) Tables Foreign Trade, NIMEXE, Vol. A, Brussels, various years. 


followed by corn gluten feed, wheat bran, and 
citrus pulp. The principal exporters of 
nongrain feeds to the EC are Thailand and 
Indonesia for manioc, the United States and 
Argentina for corn gluten feed, Argentina and 
Canada for wheat brans, and Brazil and the 
United States for citrus pulp. The major EC 
importers of nongrain feeds are the 
Netherlands and West Germany, followed by 


Belgium and the United Kingdom (EUROSTAT). 


The United States is the largest supplier 
of nongrain feeds to the EC, with shipments of 
6.06 million tons in 1986, or 40 percent of EC 
imports (fig. 1). This compares with only 
743,000 tons, or 20 percent of the total, in 
1970. 


In terms of value, EC imports of nongrain 
feeds have risen tenfold from 238 million 
European Currency Units (ECU) in 1970 toa 
peak of 2.37 billion ECU in 1983 (fig. 2). Since 
then, the value of imported nongrain feeds has 
declined about 10 percent to 2.13 billion ECU 
in 1986, due to smaller volume and lower 
prices for nongrain feeds. 


In dollar terms, EC imports of nongrain 
feeds reached their peak in 1980 at $2.3 
billion, up nearly tenfold since 1970 (fig. 3). 
The strengthening dollar against the ECU 
beginning in 1981 caused import values to fall 
in dollar terms over the next 3 years, in 
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contrast to rising values in ECU terms. 
Nongrain feed import values dropped to $1.65 
billion in 1985, or 28 percent below the peak 
of 1980, as the dollar continued to strengthen 
against the ECU. A weakening of the dollar in 
1986 is reflected in the 27-percent rise in 
dollar-denominated imports that year, in 
contrast to the 1—-percent decline in 
ECU-denominated imports. 


The value of EC imports of U.S. nongrain 
feeds rose from 55 million ECU ($56 million) 
in 1970 to a peak of 1.03 billion ECU ($913 


Figure 1 
EC Imports of Nongrain Feeds 
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United States 
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1970 1975 1980 81 82 83 84 85 86 


Figure 2 
Value of EC Imports of Nongrain Feeds 
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Figure 3 
Value of EC Imports of Nongrain Feeds 
$ US. billion 


United States 
i Other 


1970 1975 1980 81 82 83 84 85 86 


million) in 1983, and fell to 855 million ECU 
($841 million) in 1986 (figs. 2 and 3). Asa 
percentage of the total value of nongrain feed 
imports, the U.S. share rose from 23 percent 
in 1970 to 43 percent in 1983, but declined to 
40 percent in 1986. 


Nongrain Feeds 
In the EC Feed Sector 


The sharp rise in EC imports of nongrain 
feeds during the 1970's and early 1980's is 
associated with the shift toward more 
intensive livestock production systems, 
increased demand for compound feeds, 
duty-free access or low rates of duty for 
nongrain feeds, and high support prices for EC 








grains. Furthermore, EC countries with strong 
currencies (West Germany, the Netherlands, 
Belgium, and Denmark) have found imported 
nongrain feeds and oilseed meals to be a 
relatively cheap source of animal nutrition. 


Monetary compensatory amounts 
(MCAs-see Glossary) have been applied to 
grains in some EC countries to prevent 
distortions caused by currency fluctuations. 
This raises the price of grains on markets in 
EC countries with relatively strong currencies, 
making it even more attractive to import 
nongrain feeds and oilseed meals, which are 
not subject to MCAs. Efficient port and 
inland transportation systems and the 
convenient location of compound feed 
manufacturers further enhance imported feed 
use in these countries (Neville—Rolfe and 
others). 


During the same period of rising nongrain 
feed imports, the composition of EC feed 
consumption changed. The most significant 
change has been the rising share of protein 
meals and the declining shares of grains, while 
nongrain feeds have exhibited somewhat 
cyclical behavior (fig. 4). 


EC feed use of grains rose from 63 
percent of total feeds in 1970/71 to a peak of 
68 percent in 1973/74, then fell to a low of 
around 56 percent in 1985/86 Feed use of 
wheat and barley increased during this period, 
while the use of corn and other grains 
declined. The share of protein meal expanded 
from 14 percent in 1970/71 to 23 percent in 
1985/86. Most of this growth was attributed 
to increased feeding of soybean meal and 
rapeseed meal, which offset declines in 
fishmeal use during this period. 


The share of nongrain feeds declined from 
23 percent in 1970/71 to lows of 17.5 percent 
in both 1975/76 and 1983/84 as a result of a 
sharp drop in feed use of potatoes, but 
recovered somewhat in 1985/86 to around 20 
percent of total feed use. Nongrain feeds, 
excluding potatoes, increased from 10.5 
percent of feed use in 1970/71 to 15 percent in 
1985/86, with most of the increase due to 
manioc and corn gluten feed. 


Unlike grains, most oilseed meals and 
nongrain feeds enter the EC duty free or at 
relatively low tariffs because of agreements 
reached under GATT negotiations in the early 
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Figure 4 
EC Disappearance of Selected Feeds 
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1960's. The EC agreed to no or reduced 
tariffs for many of these feedstuffs during the 
Dillon Round of trade negotiations, as 
compensation to the GATT contracting parties 
for acceptance of the Common Agricultural 
Policy (CAP). The CAP, in turn, has kept EC 
grain prices above those of various imported 
feeds. Import prices of manioc and corn 
gluten feed at Rotterdam have been 
substantially below EC threshold prices for 
corn and common wheat (fig. 5). 


Figure 5 
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Over the period 1970/71-85/86, manioc 
prices averaged 45 percent below the EC 
threshold price of wheat and 39 percent below 
that of corn. Prices of corn gluten feed 
averaged 32 and 25 percent below the 
threshold prices for wheat and corn, 
respectively. These differentials have 
prompted compound feed manufacturers to 
seek cheaper sources of feed ingredients. The 
rise in EC imports of nongrain feeds over the 
past 15 years demonstrates the profitability in 
using these products, though their share in 
total feed use has not changed much since the 
early 1970's. 


The Cereal Substitute Problem 


Large surpluses in the EC's grain and 
livestock sectors and large budgetary outlays 
in administering the CAP have sparked 
interest in policy reform. 


Certain groups in the EC have attributed 
these problems to increased imports of certain 
nongrain feeds, or so-called "cereal 
substitutes." Pressure from some EC grain 
producers and the CAP's financial crisis have 
prompted calls for restricting imported feeds 
(Agra Europe, Jan. 1981). Other groups, 
particularly EC feed compounders, livestock 


producers, and exporters of these feeds, point 
to high EC grain prices as the reason for the 
imbalance in the grain market. These groups 
have proposed a reduction in EC grain prices 
as a solution to the problem. They claim that 
restrictions on imported feeds would not 
increase grain usage, but would lead to 
increased feeding costs, reduced livestock 
production, and higher unemployment. 


The “problem of cereal substitutes" was 
the subject of a special article in the EC 
Commission's 1980 annual report on the 
Agricultural Situation in the Community. The 
Commission noted that the CAP's system of 
price supports and import levies for grain and 
livestock products, while various 
feeds are permitted duty-free access, has led 
to a disequilibrium in EC agriculture. The 
subsequent increase in the use of feed 
supplements and more intensive livestock 
systems has led to a sharp rise in the 
production of livestock products and larger 
budget outlays for surplus disposal. 


The burdensome cost of EC dairy policies 
in the form of higher consumer prices and 
large export restitutions, as well as lower 
world prices and smaller market shares for 
competing exporters, has given way to strong 
pressure from both inside and outside the EC 
for policy reform. Some EC officials point to 
the sharp increase in the use of soybean meal 
and nongrain feeds in dairy rations as the 
reason behind high milk yields aad 
corresponding surpluses (Agra Europe, May 18, 
1984, p. E/4). Others, particularly those in the 
compound feed and livestock industries, hold a 
contrary view of the role of imported 
feedstuffs. They see the relatively cheap 
imported feeds as benefiting livestock farming 
and processing industries with higher 
employment, and benefiting consumers with 
cheaper livestock products (European Feed 
Manufacturers' Federation). 


Proposal to Restrict 
Nongrain Feed Imports 


Some of the most controversial EC policy 
reform measures in the 1980's have been 
proposals to restrict nongrain feed imports to 
deal with commodity surpluses and budgetary 
problems. The EC debated a variety of 
proposals concerning imported nongrain feeds 
in 1981: voluntary restraint agreements on 


manioc, higher levies on brans, and limits on 
corn gluten feed. However, no new 
restrictions were imposed that year due to 
internal differences over the issue between 
cereal producers (primarily in France) and 
major consumers of nongrain feeds (the 
Netherlands, West Germany, and the United 
Kingdom). The United States and other 
exporters of nongrain feeds also expressed 
their concerns over the restrictive proposals. 


On April 7, 1982, the EC Commission 
announced its proposals to limit imports of 
selected nongrain feeds. The EC Commission 
sought authority from the EC Council of 
Agricultural Ministers to negotiate with the 
United States for a duty-free quota of 3 
million tons on corn gluten feed. Imports over 
the quota amount would be subject to a levy. 
The EC would have to renegotiate the GATT 
binding, which calls for duty-free access on 
corn gluten feed. 


The U.S. Congress voted unanimously for 
a resolution calling on President Reagan to 
tell the EC Council of Agricultural Ministers 
that any trade restrictions on corn gluten feed 
would seriously affect trade relations between 
the EC and the United States. The EC's "113 
Committee," an intergovernmental committee 
on trade, turned down the Commission's 
request to renegotiate the bindings on corn 
gluten feed (Agra Europe, 1982). 


In August 1982, the EC implemented an 
import licensing system for corn gluten feed, 
distillers' grains, citrus pulp, and 
sweetpotatoes. The aim of the system is to 
incorporate these products into the common 
organization of the grain market and provide a 
statistical check on imported quantities of 
corn gluten feed and other feed materials. 

The Commission claimed that statistics from 
national governments were inadequate. 


The move was seen by some as a first step 
toward limiting imports of corn gluten and 
other feed materials. But, so far, the 
licensing system has been nonrestrictive in 
that licenses have been freely granted. 


The EC increased its import levies on 
brans in 1982 to further curb imports of this 
nongrain feed. The Commission believed that 
by importing wheat byproducts, the EC was 
indirectly assisting its competitors' flour 
milling industries, as well as EC millers who 
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were using the inward processing system (see 
Glossary). The EC Commission exempts the 
payment of import levies on imported grains 
for processing and subsequent export. The EC 
phased in the levy over a 4-year period, 
charging a levy equal to 0.12 times the full 
cereal levy in 1982/83, 0.14 in 1983/84, 0.16 in 
1984/85, and 0.20 in 1985/86. 


Limitation on imports of certain nongrain 
feeds used for animal feed was part of the 
Commission's CAP reform proposal released in 
July 1983. The Commission claimed that 
imported nongrain feed ingredients reduced 
the grain portion in compound f eed, causing 
greater expenditure on intervention buying of 
EC cereals to remove the surpluses from the 
market. The Commission also blamed imports 
of soybeans and soybean meal for undermining 
the EC cereal market and for contributing to 
the expansion of dairy production. In the 
Commission's view, feed compounders were 
using soybean meal and nongrain feeds not 
merely as a cheap protein ingredient but as a 
replacement for EC-produced cereals. 


Import restrictions on certain nongrain 
feeds were also regarded as counterparts to 
proposed CAP reforms, particularly limits on 
price increases and the extension of the 
guarantee threshold system for cereals. The 
Commission believed that limiting the 
availability of cheap nongrain feed ingredients 
to EC livestock producers would result in 
increased use of EC cereals, alleviating the 
budgetary burden of cereal market support. 


In November 1983, the United States and 
the EC held technical consultations to discuss 
EC proposals to restrict nongrain feeds. The 
United States presented evidence that corn 
gluten feed had not displaced EC grain in feed 
rations, but rather that high EC grain prices 
were to blame. The United States suggested 
that the EC lower its grain prices to solve its 
surplus grain problem rather than shifting the 
burden of adjustment to third countries. 


In January 1984, the Commission issued a 
proposal to limit imports of corn gluten feed, 
brewers' byproducts, and corn germ cake to 
specified duty-free levels, above which they 
would be subject to variable levies (table 2). 
The import ceiling on corn gluten feed would 
be set at 3 million tons, nearly 10 percent 
below the 1982/83 level. 
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The Commission included brewers' 
byproducts and corn germ cake in the quota 
reportedly out of fear that U.S. exporters 
would circumvent the expected duty on corn 
gluten feed by increasing shipments of other 
corn milling byproducts. Duty-free imports of 
brewers' byproducts would be limited to 
400,000 tons and corn germ cake would be 
limited to 1.15 million tons. These import 
ceilings correspond with average EC imports 
over the 1980/81-1982/83 marketing year. 


Citrus pellet imports, primarily from 
Brazil and the United States, were omitted 
from the original Commission proposal. The 
Commission considered that these imports 
were unlikely to increase very much and, 
therefore, would not pose a threat to cereal 
use. 


The U.S. Government objected strongly to 
the EC's proposed import restrictions and 
planned to introduce countermeasures. 
Restrictions on French and Italian wines and 
French dairy products were mentioned as 
possibilities (Agra Europe, June 8, 1984). In 
October 1984, the EC offered to increase its 
planned duty-free quota of 3 million tons for 
corn gluten feed imports to 3.4 million tons. 
EC officials indicated that the proposed 
duty-free quota coincided with the nearly 3.4 
million tons of U.S. corn gluten feed sent to 
the EC in 1982/83. However, the United 
States remained firm in its opposition and 
urged the EC not to implement the 
restrictions. The EC chose not to implement 
them due to mixed support within the 
Community and strong opposition from 
exporters of corn byproduct feeds. 


The debate over imported nongrain feeds 
subsided throughout 1985 as EC demand for 


Table 2--EC Commission’s proposed limits on 
nongrain feed imports 


: 1982/83 : Proposed : 


—— ees 
Feed /_imports ; quota i/_: Difference 


1,000 tons 
Corn gluten feed : 3,350 3,000 350 
Brewers’ byproducts | 475 400 75 
Corn germ cake 7 1,260 1, 150 110 


1 vanuary 1984. 


Source: Agra Europe, Mar. 23, 1984. 


these feeds stabilized. However, calls for 
import restrictions on corn gluten feed 
re-emerged in 1986 over a dispute with the 
United States concerning the loss of U.S. grain 
sales to Spain and Portugal following their 
accession to the EC. The United States 
claimed losses of $400 million and threatened 
import duties on a wide range of EC food 
products unless compensated. 


The EC countered with proposals to 
impose import duties on corn gluten feed, 
soybean meal, and a variety of other U.S. 
exports. The United States and the EC 
negotiated for the rest of the year to diffuse 
the conflict, and on January 29, 1987, reached 
an accord over compensation for the loss of 
U.S. export sales. Under the agreement, 
negotiated under Article 24/6 of the GATT, 
Spain is required to import 2 million tons of 
corn and 300,000 tons of sorghum annually 
through 1990 from non-EC countries. 
However, these import levels are to be 
adjusted downward by any increase in Spain's 
imports of selected nongrain feeds—-corn 
gluten feed, distillers' grains, and citrus pulp. 


The issue of import restrictions on 
nongrain feeds was rekindled in October 1987, 
when the EC Commission established its 
negotiating position for the Uruguay GATT 
round (Agra Europe, Oct. 9, 1987). One of the 
EC's goals is to achieve a balanced level of 
protection; that is, it wants to trade 
reductions in cereal import levies and export 
restitutions for increased restrictions on 
imports of nongrain feeds and oilseed meals. 
The United States strongly opposed the EC's 
proposal and stressed the importance of 
maintaining continued access to the EC 
market for nongrain feeds. 


The latest development with implications 
for nongrain feed imports is an EC 
Commission proposal to subsidize the use of 
grain into compound feed. The proposal was 
submitted to the Agriculture Council in 
Brussels on March 23, 1988, as part of the 
1988/89 farm price package. 


The United States strongly protested the 
subsidy scheme as an attempt to displace 
nongrain feeds and oilseeds products from the 
EC market, and for being inconsistent with the 
EC's obligation under the GATT (Agra Europe, 
Mar. 31, 1988). This follows a somewhat 
similar protest by the U.S. soybean industry in 


1987 over EC production subsidies for oilseeds, 
which sharply increased EC oilseed production 
beginning in 1981 and contributed to the 
reduction in EC imports of U.S. oilseeds and 
products. 


The debate over access to the EC market 
for nongrain feeds is likely to remain a thorny 
issue between the EC and exporting countries 
in 1988, and throughout the current round of 
GATT negotiations. 


CAP Reform and Implications 
For Nongrain Feeds: 
A Survey of Recent Studies 


A number of recent studies analyze the 
economic effects of the proposed measures for 
reforming the CAP. Some of these studies 
concentrate on nongrain feeds, or the cereal 
substitute issue. Others evaluate the effects 
of import restrictions on nongrain feeds and/or 
price reductions for EC grain. This section 
summarizes the results of these studies. 


The European Feed Manufacturers' 
Federation (FEFAC) studied EC imports of 
feed ingredients in response to the EC 
Commission's proposal to restrict them. The 
Federation concluded that the proposal would 
not solve the EC surplus grain problem. 
Limiting price increases and aligning EC 
prices with world levels are the solution. 
FEFAC determined, with regard to the role of 
nongrain feeds in livestock feed rations, that 
manioc is the only imported feed ingredient 
that deserves the label "cereal substitute." 
Because of its high energy content and 
favorable price, manioc has displaced some 
grain in EC feed rations. This displacement 
and the increasing share of cattle feeds in 
total EC feed production have reduced cereal 
use in compound feeds. Cattle feeds in the EC 
contain mostly industrial residues and little to 
no grain. 


The study also noted that most other 
imported industrial residues used in animal 
feed, especially corn gluten feed and citrus 
pulp, have not substituted for grain in 
compound feedstuffs but have substituted for 
other ingredients with similar feed value, 
depending on prevailing prices. Corn gluten 
feed mainly replaced wheat brans and 
secondary oilseed meals, such as copra and 
palm kernel meal, and the progress of citrus 
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pulp use was mainly at the expense of sugar 
beet pulp and brans. 


Studies by U.S. agricultural attaches of 
USDA's Foreign Agricultural Service focused 
on the substitutability of feed ingredients in 
Dutch and German compound feeds as prices 
varied. The analysis was carried out with 
least-cost feed ration programs used by 
German and Dutch feed compounders. These 
studies basically supported FEFAC's 
conclusions. The general findings were as 
follows: 


o If imports of corn gluten feed were 
banned, other proteins would be 
substituted, particularly soybean meal and 
copra meal in cattle rations. Grain 
consumption would increase marginally, if 
at all. 


o_._cIf EC grain prices were lowered to world 
levels, grain use would increase sharply, 
particularly in swine and poultry rations; 
use of manioc and citrus pulp would drop 
off; and use of corn gluten feed would 
decline moderately. 


o Arestrictive import policy on selected 
nongrain feed ingredients would raise 
imports of other feed products also bound 
at low or zero duties. If the EC intends 
to stimulate consumption of domestic 
grains by limiting imports, it has to 
restrict imports of all nongrain feed 
ingredients. 


Surry and Moschini studied input 
substitution in the EC compound feed 
industry. They estimated a cost function of 
compound feed production with three inputs 
(cereals, cereal substitutes, and high-protein 
feeds) and three outputs (cattle, hog, and 
poultry feeds) for Belgium and the 
Netherlands. The results of the study indicate: 


o All direct price elasticities for each input 
have absolute value between zero and 1, 
indicating an inelastic (low) response to 
price. 


o Cereal substitutes (brans, cassava, 
molasses, and citrus pulp) and 
high-protein feeds (soybean meal, other 
oilcakes, animal meal, and corn gluten 
feed) are complements. 
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o Both cereal substitutes and high-protein 
feeds each substitute for cereals (wheat, 
barley, and corn). 


The policy implication is that raising 
prices of all high-protein feeds or cereal 
substitutes through some form of trade 
intervention or consumption tax will increase 
cereal consumption, but less than an 
equivalent percentage reduction in cereal 
prices. It should be noted that the authors 
classify corn gluten feed as a high-protein 
feed rather than as a cereal substitute. 


In a study of the EC feed-livestock 
sector, Leuck used results from both 
econometric models and linear programming 
models to assess the effect of selected EC 


pricing policies. 


From discussions with European feed 
experts, the following rations were determined 
to substitute for 1 ton of grain: 


o 600 kilograms of cassava + 400 kilograms 
of corn gluten feed. 

o 800 kilograms of cassava + 200 kilograms 
of oilseed meal. 


Leuck used the two rations to derive an 
aggregate feed relationship among cassava, 
corn gluten feed, grains, and oilseed meal. 


One of the EC policy proposals Leuck 
addressed was the convergence of EC grain 
prices with world levels without reductions in 
livestock prices. Because Leuck's model did 
not contain price—responsive demands for 
nongrain feeds, the effect of the price change 
was evaluated at two extreme cases: 


o Nongrain feeds were assumed to be 
consumed at historical (1979) levels; and 
o Nongrain feeds were eliminated from use. 


In the first case, lowering EC grain prices 
to world levels causes EC grain use to rise 
around 4.3 million tons and soybean meal use 
to rise 7 million tons. In the second case, 
grain use increases 12.4 million tons and 
soybean meal use increases 6.9 million tons, 
implying that nongrain feeds are replaced 
entirely with grains. 


In another study, McKinzie, Paarlberg, 
and Huerta estimated a complete set of own— 


and cross—price elasticities for feed 
ingredients in the Netherlands to determine 
the interrelationship between feed ingredients, 
and to evaluate the implications of these 
estimates in the context of EC proposals to 
impose trade restrictions on nongrain feed. 
Their estimation technique used least—cost 
feed ration models for three types of livestock 
feed (broiler, dairy, and swine) to generate 
three sets of pseudo demand data from a 
sample of different feed ingredient prices. A 
least-squares curve-fitting procedure was 
used to approximate derived demand 
relationships for the generated data. The 
authors computed a set of own- and 
cross-price elasticities for the total Dutch 
compound feed industry by weighting 
individual feed elasticities across livestock 
rations. The aggregate elasticity estimates 
indicate the following: 


oO Wheat and coarse grains are nearly 
perfect substitutes. 

o Manioc, corn gluten feed, citrus pulp, 
animal protein, and corn gluten meal 
substitute for wheat and coarse grains. 

o Oilseed meal and dried brewers' grains 
complement wheat and coarse grains. 

o Grain byproducts substitute for wheat but 
complement coarse grains. 


The study concluded that restricting 
imports of a specific commodity, such as corn 
gluten feed, would sharply curtail the 
commodity's usage, but use of other nongrain 
feeds would rise accordingly. Thus, to 
stimulate EC grain consumption in feed 
rations, imports of all current and potential 
substitutes would have to be restricted, or 
grains prices would have to be lowered 
relative to other feeds. 


Hillberg (1986) used a simulation model of 
the West German manufactured feed economy 
to evaluate EC measures to restrict imports of 
"orain substitutes" and to lower domestic grain 
prices. The model consisted of two sets of 
least—cost linear programming models 
representing West German feed demands, a 
system of equations for import supply of grain 
substitutes and soybean meal, and a set of 
demand equations for mixed feeds. 


The results indicate that restricting 
imports of grain substitutes slightly increases 
grain demand by West German feed 
manufacturers. Import quotas on manioc 


reduce its use and increase grain use, 
especially in northern German swine and 
broiler rations. However, higher feed costs 
resulting from the quotas reduce demand for 
finished rations, thus moderating the 
substitution of grain for manioc. Import 
quotas on corn gluten feed reduce its use and 
increase use of soybean meal and barley. 


A reduction in grain prices increases grain 
use without significantly altering nongrain 
feed use. Lower grain prices are followed by a 
decline in nongrain feed prices, lowering the 
cost of finished rations and increasing their 
demand. In terms of substitution 
relationships, manioc combined with soybean 
meal has the characteristics of a grain 
substitute, while corn gluten feed appears to 
act more like a protein feed. 


Gardiner developed a three-region 
(United States, EC, and rest of the world) 
econometric model of the markets for corn, 
wheat, soybeans, and corn byproduct feeds to 
analyze the market effects of alcohol fuel 
production from corn. Particular emphasis 
was placed on the effects of the increased 
supply of corn byproduct feeds (corn gluten 
feed, corn gluten meal, and distillers' dried 
grains) on related commodity markets. The 
model accounted for interactions between 
corn byproduct feeds and corn and soybean 
meal by incorporating feed ration results from 
studies by Chattin and Hillberg (1984). 
Alcohol fuel production levels of 1.1, 2, and 3 
billion gallons were analyzed under three 
alternative policy environments for corn 
gluten feed—-free trade, EC import quota of 3 
million tons, and EC quota plus restricted 
trade in other markets. 


The results of this study indicate that 
increased supplies of corn byproduct feeds 
from alcohol fuel production displace corn, 
soybean meal, and other feeds from livestock 
rations in all three regions. The 
price-increasing effects of using corn to 
produce alcohol fuel are somewhat moderated 
by the larger supplies of corn byproduct feeds, 
which also lower soybean meal prices. The 
lower soybean meal prices, while benefiting 
feed compounders, livestock producers, and 
importers, reduce crushing margins for 
soybean processors. Increased imports of corn 
byproduct feeds by the EC and the rest of the 
world reduce U.S. exports of both corn and 
soybean meal. 
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An EC import quota of 3 million tons on 
corn gluten feed reduces U.S. sales of corn 
gluten feed to the EC and lowers income to 
U.S. ethanol producers and other corn millers. 
Lower EC imports of corn gluten feed are 
partially offset by increased imports of corn 
and soybean meal for feed. The quota also 
slightly depresses corn and soybean meal 
prices. Because the study model did not 
account for all nongrain feeds and protein 
meals use in EC feed rations, the quota on 
corn gluten feed would likely increase EC 
imports of these other feeds, and consequently 
have a smaller impact on corn and soybean 
meal imports. 


To address the debate over the role of 
corn gluten feed as a cereal substitute or a 
protein substitute, Boyd and Brorsen 
investigated the price relationships among 
corn gluten feed, soybean meal, corn, and 
barley in the United States and in Europe. The 
authors constructed time series models using 
weekly cash price data for the period J anuary 
1, 1978, to the first week of April 1984. They 
tested for causality to determine the direction 
of the price adjustments, and computed 
correlations of price changes to determine 
substitution and complementary relationships 
among the feeds. Finally, they calculated 
dynamic multipliers to show, in addition to the 
direction of change, the magnitude and the 
speed of price adjustment. 


The results of the causality tests show 
that both the Rotterdam markets for corn 
gluten feed and soybean meal lead the Chicago 
markets for these products in price discovery 
(determination). In addition, prices for corn 
gluten feed and soybean meal are discovered 
on the demand side in Rotterdam rather than 
on the supply side in Chicago. The results of 
the correlation analysis indicate that 
Rotterdam corn gluten feed and soybean meal 
behave as strong economic substitutes rather 
than as complements. West German barley 
was a weak substitute for Rotterdam corn 
gluten feed and soybean meal. The authors 
conclude that if the EC restricted corn gluten 
feed imports they would be replaced 
principally by soybean meal or other protein 
substitutes and not by EC grains. These 
results support previous studies by FEFAC, 
Hillberg, and the USDA. 


In a study of the welfare effects of 
various EC market regulations, de Veer 
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addressed the "cereal substitute" problem. He 
found that developments in processing 
technology, management systems, nutrition, 
transportation, and the wide variety of raw 
materials available to feed compounders have 
increased substitution among feeds and 
expanded opportunities for evading the 
price—increasing effect of the CAP on grain. 
Although he admits that precisely which 
materials are substitutes for grain is difficult 
due to the complex nature of feed 
formulation, de Veer notes that certain 
feedstuffs are associated with the drop in EC 
cereal use. From a list of feasible feed 
mixtures, corn gluten feed was shown to be a 
strong substitute for soybean meal and both a 
complement and a slight substitute for corn. 
Manioc is a strong substitute for corn and a 
complement for soybean meal and corn gluten 
feed. 


De Veer stated that importing cereal 
substitutes free of duty has increased EC 
budgetary costs and led to welfare losses due 
to negative terms of trade and inefficient 
trade flows. Although he admitted that 
import restrictions are "not nice instruments," 
he claimed they would be effective in reducing 
the budgetary cost of the CAP and mitigate 
the downward pressure on EC cereal prices. 


However, de Veer warned that import 
barriers of any form would likely bring 
retaliation from exporters, particularly the 
United States, and cause severe hardship for 
some developing countries, such as Thailand. 
He proposed instead a revision of the CAP and 
its protective system to obtain a more 
balanced level of protection across commodity 
sectors. Specifically, de Veer suggested a 
decrease in protection of the most protected 
commodities (presumably grains) and an 
increase in protection of the least protected 
commodities, particularly fats, oils, and cereal 
substitutes. This is similar to the proposal 
tabled by the EC at the GATT in October 1987 
and study recently sponsored by the EC 
Commission (Koester). 


The proposal for balanced protection for 
EC agriculture was recently addressed by 
Mahe using a comparative statics agricultural 
trade model of the EC, other market 
economies, and centrally planned economies. 
The model takes into account interactions 
among cereals, oilseeds, cereal substitutes 
(manioc, corn gluten feed, etc.), beef, pork 


and poultry, milk, and sugar. The model uses a 
set of assumed direct and cross price 
elasticities of supply and demand taken from 
previous studies. The models' demand 
elasticities treat oilseed meals and cereal 
substitutes as complements which, in turn, 
substitute for cereals. The same set of 
elasticities are used for the EC and the other 
market economies. 


Mahe uses the model to simulate four 
policy scenarios: 


(1) 10 percent less protection on EC cereals, 

(2) 10 percent less protection on EC cereals, 
plus a 30—percent increase in protection 
on oilseed meals, 

(3) 10 percent less protection on EC cereals, 
plus a 30—percent increase in protection 
on oilseed meals and cereal substitutes, 
and 

(4) 10 percent less protection on EC cereals, 
plus a 30-percent increase in protection 
on oilseed meals and cereal substitutes, 
and a 30-percent increase in the supply 
price of cereal substitutes. 


The first scenario has the smallest 
increase in feed consumption (cereals +7.1 
percent, oilseeds —3.1 percent, cereal 
substitutes —5.8 percent), while scenario 4 has 
the largest consumption impacts (cereals +24.0 
percent, oilseeds —19.4 percent, cereal 
substitutes —27.8 percent). EC budget costs 
are reduced 7.1 percent in the first scenario, 
and the budget actually has net revenues in 
scenarios 3 and 4. 


Mahe concludes that the move toward 
balanced protection: 


© creates large substitutions between 
cereals, and oilseed meals and cereal 
substitutes, 

o alters trade patterns substantially, 

© generally increases world prices slightly 
(except oilseed meals and cereal 
substitutes), 

© significantly affects budget costs and 
balance of payments of some countries. 


He acknowledges, despite the limitations 
of this study, that the theory of uniform 
tariffs would make sense for EC agriculture. 
He advocates a more disaggregated model 
with refined parameter estimates to illustrate 


the impacts of the balanced protection 
proposal in a more realistic way. 


Conclusions 


The debate over limiting imports of 
nongrain feeds or "cereal substitutes" in the 
EC highlights the problems of conflicting 
policies within the CAP, competing interests 
within the EC, and disputes over market 
access between the EC and its trading 
partners. EC officials claim that measures 
such as quotas and levies on imported feeds 
are a necessary component of an overall policy 
reform package designed to address the EC's 
problems of surplus production and high budget 
costs. By restricting imports of nongrain 
feeds, the EC hopes to increase the use of 
grains in feed rations, raise revenue from 
import levies, and reduce expenditures on 
costly storage and export disposal schemes. 


Most of the studies surveyed in this 
article suggest that the EC will not solve its 
commodity surplus and budgetary problems by 
restricting imports of selected nongrain 
feeds. Cutting agricultural support for surplus 
commodities, particularly grains, is the most 
widely held prescription. Two studies predict 
that import restrictions on feeds would raise 
cereal consumption in the EC and reduce the 
EC's budget costs, but would cause budgetary 
and balance-—of—payment problems for some 
exporting countries. 


Precisely which feeds would replace those 
feeds limited by import restrictions has been 
the subject of a great deal of research, and 
there is a range of possible outcomes based on 
differences in assumptions about the 
nutritional role of certain nongrain feeds. 

This is particularly true for medium-—protein 
feeds, such as corn gluten feed, corn germ 
meal, and brewers' and distillers' grains, which 
provide protein and energy as well as 
important vitamins and minerals. Some 
studies treat these feeds as energy feeds (or 
cereal substitutes) while others treat them as 
protein, vitamin, or mineral supplements. 


In the complex world of feed 
compounding, especially in the EC, where 
numerous feed ingredients are used, it is very 
difficult to classify an individual feed 
(particularly the medium—protein feeds) as a 
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cereal substitute or an oilseed meal 
substitute. For a given type of livestock feed, 
and the price and availability of all possible 
feed ingredients, the compounders' feed 
formulation program will select those 
ingredients that satisfy the nutritional 
requirements of the livestock feed for the 
least cost. Any feed ingredient that enters 
the ration displaces a certain amount of 
protein, energy, fiber, vitamins, and minerals 
provided by other feed ingredients that leave 
the ration. 


Current practices by the European 
compound feed industry indicate that 
restricting imports of selected nongrain feeds, 
such as corn gluten feed, will not ensure that 
feed compounders will switch to grains, 
thereby reducing EC grain surpluses. Most 
studies indicate that feed compounders would 
more likely increase the use of other nongrain 
feeds and oilseed meals rather than higher 
priced EC grains. Thus, a comprehensive 
restriction on imports of all nongrain feeds 
and oilseed meals would be required to 
effectively limit the use of these feeds by EC 
feed compounders. 


Import restrictions on nongrain feeds 
without lower grain prices would certainly 
raise feed costs and would be detrimental to 
the EC's compound feed industry, livestock 
producers, and consumers of livestock 
products. Import restrictions without 
compensation to exporters would contravene 
GATT principles and would likely bring 
retaliation. If restrictions are imposed, 
arriving at a mutually acceptable 
compensation for the reduced export market 
for nongrain feeds will be difficult. One issue 
is how to measure the value of the concessions 
on various nongrain feeds given by the EC in 
previous rounds of GATT negotiations. For 
supplier countries, an important issue is how 
to fix compensation on future trade losses. 


The future of U.S. corn gluten feed 
exports will continue to depend on its relative 
profitability as an ingredient in EC and U.S. 
livestock rations. EC imports of corn gluten 
feed over the past 15 years demonstrate its 
importance as an ingredient in EC compound 
feeds. CAP reform measures, designed to 
reduce EC livestock and grain surpluses, are 
likely to contribute to a softer market for 
corn gluten feed and other nongrain feeds in 
the future. The recent EC proposal to 
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subsidize the incorporation of cereals into 
feed rations could cause major adjustments in 
EC feed use at the expense of nongrain feeds. 


In light of the sluggish world market for 
grains and other feeds, the EC's large 
commodity surpluses, and the financial 
burdens of the CAP, the issue of "cereal 
substitutes" will continue to be an important 
factor in the EC's on-going process of 
reforming the CAP. Policy reform measures 
that limit the access of nongrain feeds to the 
EC market have been and will continue to be a 
major source of friction between the EC and 
its trading partners. Limits on imports of 
nongrain feeds in return for reductions in 
government support for grains and livestock 
are likely to be high on the EC's agenda during 
the current round of GATT negotiations. 
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HIGH VALUE PRODUCTS: 
Growing U.S. and E.C. Competition in Third Markets 


Ruth Elleson 


ABSTRACT: Competition is keen between the United States and the 
European Community (EC) in world markets for high-value agricultural 
products (HVPs). In 1986-87, U.S. HVP exports reached a record 40 
percent of total agricultural exports. The EC, however, is the largest 
supplier of HVPs on world markets, dominating the markets for dairy 
products, poultry and flour. Because of generous farm support programs 
and high internal prices, the EC must use export subsidies to be 
competitive on world markets. The United States has been hard pressed to 
expand its share of the HVP market, despite its plentiful supply of : 
high-quality, low-priced inputs and processing capacity. While the United 
States must anticipate a continuation of subsidized competition from the 
EC, the lower dollar and new policies initiated under the 1985 farm bill, 
already boosting U.S. HVP exports, offer encouraging prospects for the 


future. 


KEYWORDS: High value agricultural products, European Community, 


export competition, export policy. 


Introduction 


The United States and the European 
Community (EC) are active competitors in 
world HVP (high valued products) markets. 
This article compares U.S. and EC export 
shares to third markets for selected HVPs 
during 1970-86. It analyzes the competitive 
situation in key world markets, evaluates U.S. 
and EC policies affecting HVP exports, and 
describes the role and extent of U.S. 
multinational firms producing HVPs abroad. 


Trade Patterns 


U.S. exports of high—valued products 
reached a record 40 percent of total 
agricultural exports in 1986 and 1987, while in 
the EC, they accounted for 75 percent of the 
total. 


New patterns of HVP trade began to take 
shape after 1985 as the dollar declined and 
new policies began to take effect. The value 
of world trade in HVPs increased rapidly 
during the 1970's, but declined between 
1980-85 following the trend in total 
agricultural trade. The EC and the United 
States, the largest and most sophisticated 
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producers of HVPs in the world, also 
experienced a decline in HVP exports, but the 
decline was significantly smaller than that of 
world HVP exports. The United States/EC 
combined share of the rest of the world's HVP 
markets rose from around 40 percent in the 
early 1980's to an estimated 53 percent by . 
1986. 


Erosion of the value of U.S. agricultural 
exports since their 1981 peak has hurt 
high-value product exports less than bulk, 
lower unit-valued products. Nonetheless, U.S. 
HVP exports fell each year between 1981 and 
1985, for a total decline of 21 percent. 

Recent trade data, however, indicate a turning 
point for U.S. HVP exports. During 1985-87, 
U.S. HVP exports rose to $11.2 billion, an 
increase of 15 percent over a 2-year period. 
The steep decline of the dollar during this 
period earned a larger niche for these products 
in foreign markets. 


The EC experienced a similar trend in 
HVP exports during the 1980's. The value of 
HVP exports declined 19 percent during 
1981-83, and then increased marginally for the 
next 2 years. In 1986, EC HVP exports rose 13 
percent over 1985 to $20.6 billion. EC trade 
data are not yet available for 1987. 


The share of high—valued products in the 
total agricultural export mix is considerably 
more important for the EC than for the United 
States. In 1986 and 1987, HVPs made up 
around 40 percent of U.S. agricultural 
exports. But EC HVP exports in 1986 made up 
almost three-fourths of the total (figures 1 
and 2). 


U.S. and EC Export Policies 


The EC uses a combination of export and 
processing subsidies to make HVPs 
competitive on world markets. The EC's high 
internal prices have made this a necessary 
policy for a number of years. EC export 
subsidies, or restitutions, are given to EC 
exporters to lower the cost of producing a 
product for export. These restitutions cover 
virtually all the major farm commodities 
traded by the EC——a wide range of bulk 
agricultural commodities as well as a number 
of processed foods. 


EC subsidies reflect the difference 
between the internal price and the world 
price. In order to support farm income, 
internal prices are usually well above world 
prices. The actual calculation of export 
subsidies for HVPs can be extremely 
complicated. If the product contains a number 
of different basic commodities supported 
under the EC's Common Agricultural Policy 
(CAP), subsidies are calculated for each 
ingredient based on the proportions used. 


While refunds for each basic commodity are 
normally fixed at the beginning of each month, 
the CAP Monitor states "refund rates can be 
changed more frequently if world market 
conditions change." In short, subsidies appear 
to be set at whatever level is necessary to 
move surplus EC products on the world 
market. This places other exporters, such as 
the United States, at a disadvantage. 


The EC has also instituted processing 
subsidies for selected HVPs to compensate for 
high domestic support prices of basic 
commodities. Processing subsidies encourage 
use of the sizeable surpluses built up as a 
result of high support prices. A large number 
of processed foods——-such as candy, chocolate, 
pasta, biscuits, cake mixes, wheat flour, 
dairy—based breakfast and baby foods, casein, 
ice cream, sugar, frozen dinners, and 
soups—-receive both processing subsidies and 
export restitutions. 


EC export restitutions increased 
dramatically since the fall in the value of the 
dollar in early 1985. World prices fell relative 
to internal EC prices, and the EC had to 
increase subsidies to make its products 
competitive on world markets. The EC has 
made some policy modifications to reduce 
surpluses but, to date, export restitutions 
remain high and the EC budget continues to 
bear the cost. 


The U.S. farm bill of 1985 authorized 
several export promotion programs designed to 
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increase U.S. exports of both bulk and 
high-value agricultural products by making 
them more competitive on world markets. 
These programs include the Export 
Enhancement Program (EEP), the Targeted 
Export Assistance (TEA) program, the Dairy 
Export Incentive Program (DEIP), and several 
export credit guarantee programs. 


The EEP enables U.S. exporters to meet 
prevailing world prices for targeted 
commodities and destinations. The program is 
not intended to undercut world market prices, 
but to meet competition from other 
subsidizing countries, especially the EC. EEP 
initiatives for HVPs include eggs and flour to 
Algeria, flour and poultry to Egypt, and flour 
to the Philippines, Yemen, Zaire, and 
Zanzibar. All sales under EEP are made by 
U.S. exporters who have submitted bids to 
USDA for subsidy assistance. When bids are 
approved, a bonus is paid to the exporter in 
generic certificates which can be enchanged 
for commodities from the Commodity Credit 
Corporation (CCC) stockpile. This permits the 
sale to take place at an agreed-upon 
competitive price. 


The TEA program also uses surplus stocks 
from the CCC to reimburse U.S. exporters for 
all or part of authorized export promotion 
programs. Some 80 percent of the $110 
million of TEA allocations in fiscal 1986 were 
to support specific high-value and processed 
exports such as processed peaches and fruit 
cocktail, frozen potatoes, California wines and 
fresh and processed citrus, in-shell and shelled 
walnuts, Washington state apples, and fresh 
table grapes. 


In addition to specified high-valued 
products, TEA's also are used to expand 
exports of processed foods in general. For 
example, one such general TEA program used 
$1.4 million to expand exports of U.S. 
processed food products to Japan, Korea, 
Singapore, and Malaysia. The purpose of this 
TEA was to offset the adverse impact of 
import restrictions, such as quotas and 
licensing, used by these countries, as well as 
to offset EC subsidies. TEA funds are used for 
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a variety of activities, including advertising, 
point-of-sale materials, and restaurant 
promotions. 


The DEIP enables U.S. exporters to meet 
prevailing world prices for targeted dairy 
products to specific destinations. The 
program offers U.S. exporters subsidies——in 
the form of dairy products in the CCC 
stockpile—-to help them meet competition 
from other subsidizing nations, especially the 
EC. The Food Security Act of 1985 made the 
DEIP mandatory through fiscal 1988. Only 
bulk packaged dairy products are eligible for 
the DEIP. 


The United States has, in addition, several 
export credit guarantee programs, one of 
which is CCC Export Credit Guarantee 
Program GSM-102. This program is designed 
to expand U.S. agricultural exports by 
stimulating U.S. bank financing of foreign 
purchases on credit terms of up to 3 years. 
such credit guarantee programs operate in 
cases where credit is necessary to increase or 
maintain U.S. exports to a foreign market, and 
where private financial institutions might be 
unwilling (or willing only with substantial 
interest premiums) to provide financing 
without the CCC's guarantee. 


Exporting High-Valued Products 


High-value products range from highly 
processed, value-added goods, such as bakery 
products and cheeses, to unprocessed but 
relatively expensive foods such as eggs, and 
fresh fruit and vegetables (see sidebar). 


Semiprocessed HVPs comprise the largest 
portion of U.S. HVP exports——48.2 percent in 
1986, compared with 30.6 percent for the EC. 
Highly processed HVPs, on the other hand, 
comprise the largest portion of EC HVP 
exports——62.8 percent in 1986, compared with 
33.2 percent for the United States. 
High-value unprocessed HVPs are the smallest 
category for both the United States and the 
EC, but the U.S. share is significantly 
larger—_18.6 percent versus 6.7 percent. 
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High-Value Products 


What exactly are high-value products? 
What distinguishes them from the more 
traditional low-value products such as wheat, 
corn, and soybeans that are so important to 
U.S. agricultural trade? The dividing line is 
rather arbitrary. The degree of processing or 
services added to the raw product, its relative 
per-unit value, its bulkiness and weight are 
important considerations. Some typical 
groupings used in the analysis and the common 
products in each are listed below. 


Highly Processed Products 


Prepared and preserved meats, milk, 
butter, cheese, cereal preparations, dried 
fruits, preserved or prepared vegetables, 
nonchocolate sugar preparations, chocolate, 
speices, beverages, and cigarettes. 


Semiprocessed Products 


Fresh, chilled, and frozen meat, wheat 
flour, refined sugar, coffee, cocoa, tea, animal 
feed, oilseed cake and meal, and vegetable oil. 


Unprocessed High—Value Products 
Eggs, Fruits, nuts, and fresh vegetables. 
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Semiprocessed HVP's 


U.S.and EC competition is especially keen 
for such semiprocessed HVP's as fresh, chilled, 
and frozen meats, oilseed cake, meal and oil, 
and wheat flour. 


The most important meats in 
international trade are beef, pork, and poultry. 
In 1986, the value of EC meat exports to third 
markets was almost twice as high as that of 
the United States—--$2.2 billion vs. $1.2 billion 
(table 1). 


Beef is produced and exported in large 
quantities from both the United States and the 
EC and, in recent years, both suppliers have 
made large export gains. The United States is 
a large producer and exporter of high-quality 
grain-fed beef, using extensive forage bases 
and confinement feedlots for finishing on high 


Table 1--Meat 1/ exports by vaiue and U.S./EC export shares 


Exporter 1970-73 1979-81 1983 1984 1985 1986 


World ($mil.) 2/ 2, 959 8,277 7,558 7,098 6,754 7,221 
U.S. ($mil.) 3 138 932 949 992 956 1,194 
U.S./world (%) 4.7 14.3 12.6 14.0 14.2 16.5 
EC ($mil.) 4/ 199 1,425 1,279 1,421 1,362 2,243 
EC/world (%) 6.7 17.2 16.9 20.0mm20; 2 modi 


4] SITC Code 01) 2/ Excludes intra-EC trade, U.S. exports to the EC, and 
EC exports to the U.S. 3/ Excludes U.S. exports to the EC. 4/ Excludes 
intra-EC trade, and EC exports to the U.S. 


energy rations. EC beef production, primarily 
a joint product of the dairy industry, consists 
largely of culled dairy cows, and calves sold as 
veal. As EC policies in recent years have been 
geared to reducing dairy surpluses, a larger 
supply of culled dairy cows have been 
available for export as beef. This has 
increased U.S. and EC competition. 


In 1986, the EC share of beef exports to 
third markets rose to 27.5 percent from 20.0 
in 1985, while the U.S. share increased from 
13.3 to 19.1 percent. The 1986 percentages 
were all-time highs for both regions. 


U.S. pork exports have fared poorly 
relative to those of the EC. The U.S. export 
share has declined steadily_-from 22 percent 
in 1979-81 to 6.0 percent in 1986. In contrast, 
the EC share rose from 34 percent to 44.3 
percent 
during the same period. Around 60 percent of 
U.S. pork exports were shipped to Japan in 
1986. Japanese imports of U.S. pork, however, 
have dropped significantly in recent years, 
partly from increased competition from 
Taiwanese pork. U.S pork producers have not 
tailored their product specifically for the 
Japanese market, while Taiwan's pork exports 
fulfill Japanese specifications, and, in 
addition, have low costs of production, 
processing, and transportation. The United 
States is also encountering competition from 
Denmark. Like Taiwan, Danish pork exports 
are tailored to meet Japanese requirements. 


U.S. and EC competition in world poultry 
markets is keen. During 1980-85, EC export 
shares averaged 35 percent and U.S. shares 
averaged 25 percent. In 1986, however, the 
U.S. share jumped to a high of 32.9 percent. 
The EC share also moved up in 1986 to 39.5 
percent. EC exports of whole birds to third 
countries, however, were down 23,000 mt in 
1986. The EC Commission blamed most of 
this drop on subsidized U.S. exports to the 
Middle East under the U.S. EEP. For example, 
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in 1986, the U.S. successfully competed 
against subsidized whole broilers from the 
Community in the Egyptian market. In 
retaliation, the EC raised its export subsidy 
for whole broilers. 


Despite the EC's lack of self-suff iciency 
in oilseeds and products, the EC is a 
competitor of the United States in these 
products on world markets, especially in oils, 
where a large part of EC production comes 
from crushing imported oilseeds. In 1986, the 
United States exported $249 million in soybean 
oil to third markets, while the EC exported 
only slightly less---$222 million. As U.S. 
competitors, including the EC, and net 
importing countries have expanded their crush, 
U.S. soybean oil export shares have declined 
from 37.5 percent during 1979-81 to 29.5 in 
1986. In contrast, the EC's export share 
increased from 14.6 to 26.3 percent during the 
same period. 


With large crushing capacity, the EC 
imported 12-13 million mt of soybeans 
annually during 1982-86, and annually 
exported 2-3 million mt of soybean meal to 
third markets. While the U.S. export share of 
oilseed cake and meal is still significantly 
larger than that of the EC--35.9 vs 12.4 
percent in 1986--the EC share is slowly 
rising. Low U.S. soybean crushings in recent 
years mean all the oil and meal not produced 
in the United States will be produced in other 
countries, especially the Community. 


The European Community is by far the 
world's largest exporter of wheat flour, with 
approximately three-fifths of third markets 
during 1980-86. The U.S. share averaged less 
than one-fifth, but increased somewhat in 
1986. The U.S. EEP program allocates 
subsidies for flour exports to enable U.S. flour 
to compete with EC flour on world markets. 
Retaliation by the EC during the marketing 
year 1986/87 involved pricing of flour in the 
Egyptian market at $129 per ton c.i.f., only 
about $40 more than the price paid for wheat. 


World trade in wheat flour has declined 
from $1,584 million during 1979-81 to $952 
million in 1986, as many of the traditional 
buyers—-largely developing 
countries——-invested in milling facilities. The 
huge export subsidies available on flour 
exports from the EC and the United States, 
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however, may have contributed to an increase 
in flour imports by some of these countries, 
but possibly at the expense of wheat sales. 
The Egyptian Government is determined to 
expand its milling capacity, and to reduce its 
reliance on the more expensive processed 
product. This will have a considerable impact 
on global trade in flour, as shipments to Egypt 
account for nearly one-third of total world 
flour imports. 


Highly Processed HVP's 


The EC far exceeds the United States in 
exporting highly processed HVP's to third 
markets-—--$12.9 billion vs. $3.6 billion in 1986. 
The EC dominance is especially pronounced 
for dairy products. In the total milk and 
cream category, which includes dry milk, 
butter, and cheese, the EC share in 1986 was 
60.8 percent compared with 10.1 percent, for 
the United States (Table 2). 


The growth of U.S. and EC stocks of dairy 
products, particularly of butter and dry milk 
products, in the last several years has been the 
legacy of surplus milk production spurred by 
high levels of protection and price supports. 
The importers, largely developing countries, 
have benefited from sizeable price discounts 
and concessional sales offered by the United 
States and the EC. 


Export subsidies are the basic tool used in 
the EC to promote exports of dairy products, 
while foreign aid has been, until recently, the 
major tool used by the United States. The 
United States, therefore, has tended to dispose 
of its surpluses in low-income countries, while 
the EC operates in the commercial market. 
Commercial exports of dairy products from 
the United States are, therefore, quite small. 
Without government programs to assist 
exports, the United States would not be a 
player in the world dairy product market. 


The DEIP under the U.S. 1985 farm bill 
began a shift in the way the United States 
disposes of surplus dairy products. This 
program allows U.S. exporters to compete on 
the very highly subsidized world commercial 
dairy markets. Only bulk dairy products, 
however, are eligible, which includes butter, 
anhydrous milkfat (butteroil), nonfat dry milk, 
whole milk powder, cheddar cheese, and bulk 
American cheese for manuf acturing. 


Table 2--Milk and cream 1/ exports by value and 
U.S./EC export shares 


aera ann ~~ —Tr-eermere 


Exporter 1970-73 1979-81 1983 1984 1985 1986 


SS 


World ($ mil.) 2/ 766 2,812 2,566 2,524 2,447 2,683 
U.S. ($ mil.) 3/ 91 108 227 207 231 272 
U.S./world (%) 11.9 3.9 8.9 8.2 9.4 10.1 
EC ($ mil.) 4/ 408 1,966 1,451 1,508 1,490 1,632 
EC/world (%) 53.4 69.9 56.6 598 60.9 60.8 


17 SITC 022 Includes dry milk, butter and cheese. 2/ Excludes 
intra-EC trade, U.S. exports to the EC, and EC exports to the U.S. 
3/ Excludes U.S. exports to the EC. 4/ Excludes intra-EC trade, and 
EC exports to tne U.S. 


Since 1980, both U.S. and EC trade shares 
of processed fruits and vegetables to third 
countries have increased in most categories, 
with U.S. shares exceeding those of the EC for 
most commodities. In 1986, the U.S. share of 
dried fruit (including prunes, raisins, and figs) 
exports stood at 24 percent, compared with 
6.3 percent for the EC. 


The United States, with an abundant 
supply of fresh fruits and vegetables, has the 
potential for processing and exporting large 
quantities of the processed product. 
Production of these products not only provides 
employment and revenue for U.S. processing 
industries, but many kinds of fruits and 
vegetables are relatively labor intensive at the 
farm level, providing farm employment. 
Several can be cultivated on relatively small 
farms, contributing to the income of small and 
medium-sized farm enterprises. 


U.S. export shares for cigarettes have 
always been significantly larger than those of 
the Community-—--49.8 versus 26.6 percent in 
1986. The U.S. has a plentiful supply of 
tobacco available for processing into 
cigarettes. The EC, on the other hand, lacks 
suitable climatic conditions for growing 
sufficient quality tobaccos. 


For cereal preparations, EC export shares 
to third markets surpass those of the United 
States by a wide margin. In 1986, for 
example, the EC held a 51.2—percent share of 
these markets, while the U.S. held a 
10.3-percent share. Bakery products make up 
about half of cereal preparation exports, with 
the remainder being largely breakfast cereals 
and macaroni. 


Wine is another strong export for the 
European Community. The EC export share of 
third-country markets has been climbing, 


reaching 51.6 percent in 1986, while the U.S. 
share remained under 2 percent. Brand—-name 
recognition is an important factor in the wine 
market. The world market is based largely on 
quality and product differentiation factors, 
and made up of a number of submarkets 
ranging from inexpensive table wines to high 
quality champagnes. 


Chocolate and products is another 
category of highly processed HVP's in which 
the EC has a very large export share relative 
to the United States—-42.7 percent versus 7.8 
percent in 1986. Several European countries 
have earned worldwide reputations for quality 
chocolates, making it difficult for new 
suppliers to gain a foothold in this market. 


High Value Unprocessed HVP's 


In addition to the semiprocessed and 
highly processed HVP's noted above, a number 
of other agricultural commodities with high 
unit values are traded with little or no 
processing. The most important of these are 
fresh fruit and vegetables, and eggs. 


The U.S. export share for citrus fruit is 
considerably higher than that of the EC. For 
oranges, the U. S. share in 1986 was 13.6 
percent compared with 5.6 percent for the EC, 
and for lemons and grapefruit, the shares were 
35.1 and 11.4 percent respectively. For other 
fresh fruit, including apples, pears, berries and 
stone fruit, U.S and EC shares in 1986 stood at 
around 15 percent each. The weak dollar and 
the increased promotional activities under the 
TEA program are expected to strengthen U.S. 
fresh fruit exports, particularly in the Pacific 
Rim area. 


The EC export market share of table eggs 
in 1986 was 36.7 percent, compared with 15.2 
percent for the United States. The EC ranks 
as a leading table egg exporter to the Middle 
East, one of the world's biggest import 
markets. Because of declining import demand 
in the Middle East and North Africa, EC 
exporters are looking to boost exports in the 
growing Asian market, particularly Hong 
Kong. Hong Kong, however, has been targeted 
by the United States under the EEP program, 
and in 1987, the United States shipped 
approximately 44 million eggs to Hong Kong, a 
significant increase over the 6.1 million 
shipped in 1986. 
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U.S. Overseas 
Food Processing Operations 


A number of the leading U.S. food 
processors have manufacturing plants abroad. 
Foreign investment by U.S. food 
manufacturing firms increased significantly 
during the first half of the 1980's, from $4.9 
billion in 1980 to $11.2 billion in 1985, 
according to the U.S. Department of 
Commerce. 


U.S. food processors are quite active 
abroad, and, in recent years, have made 
substantial progress in selling HVP's in foreign 
markets. Unfortunately, the total value of 
sales made by U.S. overseas operations in the 
various foreign markets is not known, much 
information being proprietary. What is known, 
however, is that some of the large, 
well-known U.S. food processors such as 
Campbell Soup, Heinz, Kellogg, Kraft, Quaker 
Oats, and Sara Lee have processing plants 
abroad, including sizeable operations in the 
European Community, and derive a large 
portion of their total revenue from foreign 
sales. 


A disclosure by one of the above food 
processors in its 1986 annual report revealed 
that 40 percent of total revenue came from 
foreign sales. In addition, this firm listed all 
of its subsidiaries—-factories (or 
farms)-—-located in the European Community. 
The list included nine factories and seven 
farms in the United Kingdom, six factories in 
West Germany, four in Italy, three in France, 
and one each in the Netherlands and Portugal. 


All U.S. food processors located in the 
Community benefit from the EC's Common 
Agricultural Policy, including the receipt of 
export and processing subsidies for products 
shipped to non—EC markets. Such exports, 
therefore, have a competitive advantage over 
similar products shipped from the U.S. 
mainland, especially to markets in the Middle 
East, North Africa, and non-EC European 
countries. 


An analysis of U.S. and EC competition in 
third markets cannot be complete without 
pointing out that sales by U.S. foreign 
subsidiaries are included in the trade data as 
EC exports, not U.S. exports. Since many U.S. 
food processors with foreign subsidiaries 
produce highly processed HVP's, this reduces 
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the potential for some U.S. exports in this 
category. 


Since the value of the sales of U.S.-owned 
foreign subsidiaries, especially in recent years, 
is believed to be substantial, U.S. export sales 
data alone do not reflect the considerable 
progress made by U.S. food processors in 
selling in foreign markets. The tradeoff for 
the U.S. economy between exports of 
agricultural products and repatriation of 
profits from foreign subsidiaries is an issue 
worthy of further investigation. 


Future HVP Trade 


The international market for HVP's is a 
large and growing one. Foreign competition, 
however, is strong, protection of domestic 
markets is widespread, and many 
middle-income developing countries are 
beginning to develop their own processing 
plants. Yet, the expansion of U.S. high value 
exports should be possible, especially in view 
of the U.S. export promotion policies such as 
the EEP, TEA, DEIP, various credit policies, 
and the lower value of the dollar. 


The decline in the value of the dollar and 
lower U.S. loan rates have increased the EC's 
expenditures for export subsidies by widening 
the gap between EC domestic prices and world 
prices. While this has caused serious 
budgetary problems for the Community, it is 
unlikely to cause a significant slowdown in the 
EC's subsidized exports, at least in the near 
future. The United States must, therefore, 
anticipate continued keen competition from 
the EC. 


Nevertheless, the United States still has 
considerable potential to expand high-value 
exports. Major factors in its favor are an 
abundant supply of high-quality, relatively 
low-priced raw bulk products, and the large 
U.S. domestic market that includes a well 
developed and technologically advanced 
processing sector. 


Two of the three main categories of 
HVP's-—semiprocessed and high-value 
unprocessed HVP's—offer excellent 
opportunities for the United States to increase 
its exports of high-value products. 
Commodities with favorable expectations 
include semiprocessed and processed meats, 


especially poultry and pork; semiprocessed 
oilseed products such as meals and oils; and 
fresh and processed fruits, vegetables, and 
nuts. 


In general, the consumer-ready, highly 
processed category of HVP's has more limited 
export growth potential. Many of these 
products are either already being produced 
abroad by U.S. multinational firms, or 
produced by European firms with 
well-established brand names or perceived 
quality advantages, such as French wines and 
Swiss chocolates. While the costs of 
developing these markets and shipping directly 
from the United States has been high for many 
U.S. firms in the past, the lower dollar could 
offset, at least in part, this disadvantage. 


In conclusion, U.S. exports of HVP's still 
depend greatly on effective marketing 
strategies. In most cases, U.S. agribusiness 
will need to use both price and non-price 
competition to successfully promote U.S. 
high-value exports. Appropriately aggressive 
advertising and promotion may be effective in 
convincing foreign buyers that the United 
States can provide quality products at fair and 
competitive prices. 
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DEVELOPMENTS IN EC AGRICULTURAL PROTECTION: 
Implications for the Uruguay Round 


by 


Mary Anne Normile 


ABSTRACT: Participants in the ongoing Uruguay Round of multilateral 
trade negotiations have given priority to reducing agricultural protection. 
Levels of protection as measured by the Producer Subsidy Equivalent (PSE) 
are compared for the major agricultural trading countries; support received 
by producers in the European Community is highlighted. The article 
identifies objectives and possible mechanisms for reducing agricultural 
support, and discusses the negotiating proposals of key participant 


countries. 


KEYWORDS: Agricultural trade, European Community, multilateral trade 
negotiations, Producer Subsidy Equivalent (PSE), protection. 


Introduction 


In 1986, European Community (EC) 
agricultural producers of selected 
commodities received government support 
equivalent to nearly half their total revenue. 
Among the major agricultural traders studied, 
the EC was second only to Japan in the level 
of support provided to agricultural producers. 
With the Uruguay Round of Multilateral Trade 
Negotiations (MTN) now headed toward a 
midterm review in December, negotiations to 
reduce government support and protection of 
agriculture remain an item of keen interest. 


Agricultural policies have until now 
remained largely outside of the General 
Agreement on Tariffs and Trade (GATT), and 
past rounds of GATT negotiations have been 
relatively unsuccessful at liberalizing 
agricultural trade. When world trade 
ministers met at Punta del Este, Uruguay, to 
launch the current Uruguay Round of 
negotiations, they agreed to make agriculture 
a central focus of the negotiations. The 
objectives of the current trade talks, set forth 
in the Punta del Este declaration, include: 


o improving the openness of markets to 
agricultural imports (often called "market 
access") by reducing import barriers, 
including quotas and other nontariff 
barriers; 


o improving the competitive environment 
by reducing direct and indirect subsidies 
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(including production and export subsidies) 
that distort production and trade; and 


o minimizing the adverse trade effects of 
plant and animal health and safety 
regulations and standards. 


A central issue in the negotiations is 
whether the GATT's major agricultural trading 
partners can agree to reduce support to and 
protection of their agricultural sectors. Past 
negotiations on agriculture have been based on 
requests and offers for trade concessions 
involving changes in countries' import 
treatment of individual commodities. While 
this method has permitted major tariff 
reductions, it has done little to stem the use 
of other means of protecting agricultural 
producers—-primarily nontariff barriers and 
production subsidies. Moreover, in 
agriculture, most border measures——import 
barriers and export subsidies—-result from and 
are driven by domestic support programs. As 
a result, many important barriers to 
agricultural trade can only be reduced through 
major modifications of countries' domestic 
agricultural policies. 


This article provides background for 
readers interested in following the current 
negotiations. First, it compares government 
support among some major MTN participants. 
It then examines in greater detail agricultural 
support within the European Community. With 
this background, the various proposals for 
liberalization of agricultural trade currently 


before the GATT are summarized. In 
conclusion, issues facing the United States and 
European Community in the current trade 
talks are highlighted. 


Agricultural Support Levels 
Of Major MTN Participants 


A fundamental question that negotiators 
will have to address in the early stages of 
trade talks regards the approach; i.e., how to 
negotiate and implement a trade liberalization 
agreement. A number of possible approaches 
to agricultural negotiations have been 
proposed. These include: 


o negotiating concessions through a system 
of requests and offers; 


o determining GATT-consistent and 
GATT-inconsistent policy instruments; 


Oo strengthening existing GATT rules; 


o eliminating support afforded by measures 
that directly or indirectly affect 
agricultural trade; and 


o freezing and reducing the total level of 
agricultural support. 


These options range from an "ad hoc" 
approach (requests and offers or discussions of 
rules) to an “across—the—boarad" or aggregate 
approach to reducing agricultural trade 
barriers. Because of the importance of 
domestic policy in agricultural trade, if an 
aggregate approach is to be adopted, 
negotiators will need some means, or 
“aggregate measure", to evaluate and compare 
policies across countries. 


A summary measure of protection, the 
Producer Subsidy Equivalent (PSE), provides a 
means of comparing the levels of support 
provided by government policies in different 
countries for a wide range of commodities. 
The PSE is an estimate of the portion of 


producer gross revenues that can be attributed 
to the effects of government programs!. The 
PSE is calculated by summing government 
transfers to producers on a number of federal 
government programs affecting the 
agricultural sector, including border measures 
(import tariffs and levies, export taxes, and 
import quotas), price and income supports, 
marketing boards, supply management 
programs, transport and input subsidies, credit 
subsidies, and government programs for 
research, marketing, inspection, extension 
services, and environmental programs. 


These may be assigned to individual 
commodities directly, where data permits, or 
by some other method, such as according to 
commodity shares in the value of production. 
Where a program does not entail a budget 
outlay, the effect of the program may be 
imputed by observing the "wedge" between the 
internal producer price and the world market 
price, and multiplying the price difference by 
the amount produced. The PSE thus expresses 
in value terms the many nontariff trade 
barriers, and offers a possible solution to the 
problem of how to compare different forms of 
protection across countries. When divided by 
the value of production, it can be expressed in 
percentage terms, which facilitates 
comparison across agricultural sectors of 
disparate size. 


Issues involved in the use of the PSE, or 
other aggregate measures of support, include, 
inter alia, how the measure should be 
calculated, whether commodity-—specific or 
overall measures should be evaluated, and how 


1/ The Organization for Economic 
Cooperation and Development (OECD) 
published a study that evaluated the extent of 
government assistance to agriculture in 
several OECD countries using the PSE 
measure (2). ERS has extended this work by 
updating the PSE measures for OECD 
countries and estimating PSE's for selected 
less-developed countries (3,4). 
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the measures should be used in negotiations. 
Practical problems involved in using the PSE 
are numerous: data sources, choice of 
reference years, effect of exchange rate 
fluctuations, and lags in availability of data 
necessary to calculate the PSE. Some of these 
issues were explicitly addressed in certain 
countries' negotiating proposals. 


ERS estimates of aggregate PSE's for the 
United States, EC, Japan, Canada, and 
Australia are presented in Table 1. These five 
countries/regions account for a large share of 
world agricultural trade and are key 
participants in the MTN. Each of these 
countries has also submitted a proposal for 
agricultural negotiations, either alone or as a 
member of the negotiating bloc known as the 
Cairns Group!, The aggregate PSE's 
presented are weighted averages of the 
commodity-specific PSE's estimated for each 
country. 


Throughout the 1982-1986 period, Japan 
provided the most support to its agriculture 
sector as measured by the PSE, followed by 
the EC, Canada, and the United States. 
Australia's support to its producers was the 
lowest of the five countries. These countries' 
support to agriculture rose from the early to 
the mid—1980's; the PSE's of Canada and the 
United States doubled, while that of the EC 
rose by 40 percent. 


Support levels escalated in the later years 
as many countries increased support to their 
farmers (or maintained high internal prices) to 
shield them from the effects of low world 
commodity prices resulting from the 
proliferation of export subsidies, or to try to 
recapture markets lost to competitors' 
subsidized exports. 


Canada's "special grains program" was 
instituted to protect grain farmers from 
disastrously low prices resulting from the 
export subsidy policies of its competitors. The 
United States instituted its Export 
Enhancement Program (EEP) in an attempt to 


1/ The Cairns Group consists of Argentina, 
Australia, Brazil, Canada, Chile, Colombia, 
Fiji, Hungary, Indonesia, Malaysia, New 
Zealand, Philippines, Thailand, and Uruguay. 
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Table 1--Aggregate PSE’s of Key MTN Participants, 1982-86 


ann EEREEEEEER yaar 


1982-86 
Country 1982 1983 1984 1985 1986 average 
en eee 
Australia 1/ 13.3 9.5 9.5 10.8 13.3 14.4 
Canada 2/ 20.4 25.0 30.6 34.8 43.1 31.0 
EGeo/) 29.0 29.5 30.4 38.3 49.8 35.4 
Japan 4/ 66.6 alee: 71.9 70.1 78.6 71.7 


United States 5/ 17.3 25.6 21.6 23.9 35.8 24.6 


1/ 9 commodities: wheat, barley, rice, sugar, cotton, manufacturing milk, 
fluid milk, beef/veal, sheepmeat. 2/ 13 commodities: wheat, barley, oats, 
rye, corn, rapeseed, flaxseed, soybeans, sugar, beef/veal, pork, poultry, 
dairy. Includes outlays by provincial governments. 3/ 13 commodities: 
wheat, durum, barley, corn, rice, rapeseed, soybeans, sugar, beef /veal, pork, 
poultry, sheepmeat, manufacturing milk (does not include expenditures by 
national governments) . 4/ 12 commodities: wheat, barley, rice, soybeans, 
beet sugar, cane sugar, mandarin oranges, beef, pork, chicken, fluid milk, 
manufacturing milk. 5/ 12 commodities: wheat, barley, oats, corn, rice, 
sorghum, soybeans, sugar, beef/veal, pork, poultry, dairy. Includes outlays 
by state governments. 


Source: U.S. Department of Agriculture, Economic Research Service. Estimates 


of Producer and Consumer Subsidy Equivalents: Government Intervention in 
Agriculture. Staff Report AGES880127, April 1988 (3). 


counter the increasing reliance on export 
subsidies of the EC. Measured support also 
increased for some countries that had no 
major policy shifts, due to declining world 
prices for many commodities. 


Exchange rates can also play a role, 
increasing or decreasing the PSE as the 
exchange rate fluctuates. When the value of 
the dollar is high, as it was in 1984/85, the 
world price of a commodity denominated in 
dollars becomes higher when expressed in 
European Currency Units (ECU's), making the 
ECU-based PSE lower. The strong dollar was 
largely responsible for the moderate levels of 
the EC's aggregate PSE from 1982 to 1985, 
and its subsequent rise in 1986 parallels the 
dollar's drop. 


Government Intervention 
In EC Agriculture 


The EC, as a key player in the MTN, will 
have an important role in determining the 
outcome of the negotiations on agriculture. 
The EC's interests reflect its position as both 
a major exporter and a large importer of 
agricultural products. The EC is given much 
of the blame for the supply imbalances in 
world commodity markets during the 1980's, 
and as such will be pressured by the Cairns 
Group and other countries to reform its 
commodity and trade policies. 


Since the last round of the MTN, the EC 
has evolved from a position of being a net 
importer to that of a net exporter of many 
agricultural commodities. Shifts in net trade 
over a 10-year period have been dramatic for 
certain commodities, notably grains. 
Production has been encouraged by high 
domestic support prices, and imports 
discouraged (or effectively prohibited) by a 
system of variable levies. Demand has been 
dampened because consumers pay most of the 
cost of producer support through high prices. 
As a result, the EC is a surplus producer of 
many agricultural commodities. 


Despite being a high-cost producer of 
many commodities, the EC has been able to 
move products into the export market through 
the use of export subsidies (export 
restitutions). This additional supply has 
depressed world prices and displaced 
traditional exporters from certain markets, at 
a high cost to the EC agricultural budget. EC 
support to agriculture, as measured by the 
PSE, confirms that Community support to 
producers of all major commodity groups rose 
substantially between 1982 and 1986 (table 2). 


Proposals Before the GATT 


The objectives of the Uruguay Round 
imply potential major shifts in the agricultural 
policies of many important trading countries. 
Since actual talks began in February 1987, 
various proposals have been made by many of 
these countries, including the United States, 
Canada, the EC, the Cairns Group, Japan, and 
the "Nordic countries" (Finland, Norway, 
Ireland, and Sweden). The formal proposals, 
while addressing the central objectives of 
Punta del Este, differ in several major 
respects, including attention to short—and 
long-term targets, the role of subsidies, 
market access issues, technical (health and 
sanitary) regulations, product and country 


Table 2--EC-10 PSE’S 


Commodi ty 1982 1983 1984 1985 1986 average 





Wheat 1/ 27.93 12.46 6.25 33.50 57.75 27.97 
Other grains 2/ 9,48 14,30 4.40 20.87 48.93 19.60 
Oilseeds 3/ 49.74 35.90 17.73 53.72 62.40 43.90 
Meat 4/ 27.26 32.86 33.57 36.05 34.47 32.84 
Sugar 43.17 24.31 56.02 52.29 49.17 44.99 
Dairy 34.19 34.01 40.35 43.80 65.52 43.57 


17 Soft wheat and du 77 Rice, barley and n. 37 Rapeseed and 


Al rum. 2, corn. 3 
Soybeans. 4/ Beef and veal, pigmeat, poultrymeat, sheepmeat. 


coverage, and the choice and use of an 
aggregate measure to monitor support 
reductions or achieve reductions in support 
across countries by means of a formula. 


United States. The U.S. proposal, announced 
in July 1987, calls for a commitment to phase 
out all direct and indirect agricultural 
subsidies that affect trade and market access 
barriers. It proposes a phased reduction in 
aggregate agricultural protection and subsidies 
that would eliminate most types of 
agricultural subsidies and market access 
barriers within 10 years. Decoupled 
support-——support that is not related to the 
level of production—-and bona fide domestic 
and international food aid would be exempt 
from this schedule. The proposal favors broad 
product coverage (to include fish and forestry 
products) and abolition of all GATT waivers 
and exceptions. The proposal favors the use of 
an aggregate measure as a common 
denominator to measure reductions in 
support. The United States also called for the 
harmonization of health and sanitary 
regulations. 


European Community. The EC's proposal, in 
contrast to the United States', focuses on the 
imbalance between supply and demand and 
proposes short-term measures to stabilize the 
market. The EC's position is that a better 
world supply/demand balance is a prerequisite 
to reducing import barriers, and that reduction 
of subsidies is a long-term goal. To reduce 
surpluses of grain, sugar, and milk, the EC 
proposes setting minimum export prices for 
dairy products and cereals, and restricting 
sugar exports to the average of the last 5S 
years. They favor harmonization of technical 
regulations to eliminate trade distortions. On 
market access, they have proposed bringing 
their own import barriers into better balance 
by reducing some and raising others. This is 
generally interpreted to mean that the EC 
would trade off reduction of import barriers 
on grains for increased barriers on oilseeds and 
nongrain feeds (i.e., renegotiation of the 
zero—tariff binding on these products). 


The method of negotiation proposed by 
the EC is a two-stage process. In the first 
stage, countries would agree to a series of 
short-term measures to restore supply/demand 
balance. These measures would: 


o include price discipline for cereals, with 
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“corresponding arrangements" for cereal 
substitutes (measures to reduce EC 
imports of cereal substitutes); 


© reduce the quantity of sugar on the world 
market, and extend International Dairy 
Agreement disciplines to non-members. 
Other measures in the first stage would 
aim at equivalent reduction of support 
among countries to correct supply 
imbalances. These measures would 
concentrate primarily on cereals, rice, 
sugar, oilseeds, dairy, and beef/veal. 


In the second stage, the Community 
proposes: 


© reducing support and readjusting external 
protection to reduce distortions; 


o replacing distorting support with 
supply—neutral aid to farmers; 


Oo negotiating maximum levels of support to 
stabilize world markets, taking into 
account world price and currency 
fluctuations; 


o strengthening GATT rules on subsidies, 
demand-—enhancing measures, and the 
effects of state trading and marketing 
boards; and 


© harmonizing animal and plant health 
regulations. 


The EC would accept the use of an 
aggregate measure such as the PSE (as 
calculated by the OECD) if it were "suitably 
adjusted" to account for measures with 
significant trade impact, production 
restraints, and world price and currency 
fluctuations. Levels of support would be 
evaluated beginning with the 1984/85 
marketing year, a period when the EC's PSE's 
for many of its commodities are at their 
lowest level. 


Cairns Group. The Cairns group consists of 14 
“non-subsidizing exporters" who have banded 
together in an attempt to bring pressure on 
the United States and the European 
Community to reform their agricultural 
policies, which they feel are responsible for 
the current price weakness in world 
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agricultural markets. The group consists of 


‘countries with large agricultural exports, 


whose export prices are generally not 
supported (although some countries do tax 
exports). Most do not support domestic prices 
(some tax domestic production), although some 
of the countries have marketing boards or 
state trading arrangements. 


Their proposal for negotiating agriculture 
calls for an immediate freeze on production 
subsidies and export subsidies and a rollback of 
subsidies over 10 years; improved market 
access by banning new restrictions and ending 
the use of variable levies; harmonized 
technical regulations; and stronger GATT 
rules. 


Japan. Japan is not a large exporter of 
agricultural goods, and restricts imports of 
most agricultural products. The Japanese 
proposal reflects their concern with food 
security and market stability. It calls for 
balancing the need for more market 
orientation with the need to ensure food 
security by food-importing countries. The 
Japanese propose freezing export subsidies at 
the current level and reducing the 
trade-distorting effect of other (non—export) 
subsidies. However, domestic subsidies 
necessary for development of the agricultural 
sector and for staple crops (including 
infrastructure, self-sufficiency, and research 
and development) would be exempt from the 
standstill. On import barriers, they call for 
commodity-specific reduction or elimination 
of tariffs by an offer—and-request procedure, 
and minimizing the trade—distorting effects of 
technical regulations. They oppose the use of 
aggregate measure, arguing that PSE's are not 
comparable and do not take into account the 
diverse purposes of farm policy. 


Nordic Countries. Although not large 
agricultural exporters, the Nordic countries 
(Norway, Sweden, Iceland, and Finland) have 
put forth a negotiating proposal, which would 
also provide for short-term measures to 
correct market imbalances and long-term 
measures to reduce farm support, a reduction 
of import barriers to improve market access, 
stronger GATT rules, and lowering price 
supports and placing restrictions on output to 
reduce surpluses. 


Conclusions 


Earlier rounds of trade negotiations 
resulted in successful negotiation of tariff 
reductions on industrial goods, but failed to 
achieve significant reductions of barriers to 
agricultural trade. The reasons for this failure 
are varied. First, until the Tokyo Round in the 
1970's, multilateral trade negotiations focused 
primarily on reducing tariffs. Tariffs are 
relatively easy to reduce because they are 
transparent, can be readily compared across 
countries, and may be lowered by formula, as 
opposed to a more complicated system of 
exchanging offers and requests. 
Harmonization of tariffs—-agreeing to assess 
an equal tariff on similar goods moving 
between countries—-is straightforward 
compared to harmonization of agricultural 
policies. Reducing barriers on agricultural 
goods is more difficult because agricultural 
trade is more likely to be restricted primarily 
by nontariff barriers, which are less 
transparent, more difficult to compare, and 
thus more difficult to reduce. 


Second, most developed countries support 
their agricultural sectors to some degree, 
based on political power of farm interest 
groups, considerations of food security, 
preservation of agricultural land or a “way of 
life", correction of income disparities between 
agriculture and the non-agricultural sectors, 
or fear of exacerbating high unemployment in 
non-agricultural sectors. Reducing trade 
barriers, when it requires reducing support to 
agriculture, is unpopular and often politically 
difficult. GATT rules, which govern many 
aspects of international goods trade, are weak 
in the area of agricultural trade, and numerous 
waivers and exceptions have been made to 
existing rules for individual countries' 
agricultural programs. 


A third reason can be called a lack of 
“political will". As long as trade in 
agricultural products functioned reasonably 
well for a large number of countries, there 
was little incentive to undertake the difficult 
task of reducing agricultural trade barriers. 
However, since the last round of trade 
negotiations (the Tokyo Round, completed in 
1979), high costs of supporting domestic 
agriculture, predatory competition, and a 
growing desire for greater stability in world 
agricultural markets have led some of the 


principal agricultural trading countries to 
attempt to bring some rationality to world 
agricultural trade. 


The EC's position in the MTN reflects its 
basic objectives to maintain the CAP and its 
support to farmers, while attempting to limit 
the growth of budget outlays and realize the 
benefits of trade liberalization by other 
countries (notably Japan). The EC, like the 
United States, perceives that there are gains 
from liberalizing the Japanese market. The 
EC has stated that it believes the U.S. 
proposal to phase out all agricultural subsidies 
in 10 years is unrealistic. 


The Community states that the imbalance 
between supply and demand is the cause for 
the crisis in agriculture. The United States 
believes the imbalance is only a symptom of 
the disease, which is too much government 
intervention in the market. As a result, the 
EC may agree to reduce surplus production, 
but is unlikely to take steps to bring about 
large reductions in the level of support to its 
farmers. Initial steps toward putting a brake 
on surplus production have been taken. These 
include dairy production quotas, institution of 
producer coresponsibility levies on sugar, milk, 
and grains, and this year, limitations on 
producer support through the use of 
agricultural stabilizers and an agreement on a 
set-aside program on grains. The EC has 
made greater use of production quotas to 
control oversupply, and appears likely to 
exhaust this option before pursuing large 
reductions in supported prices. To date, few 
of these measures have significantly altered 
the surplus problems. 


There has been speculation that because 
of the increasingly burdensome cost of 
supporting EC agriculture, the Community 
may be willing this time to reduce its support 
to producers. The Community took steps, in 
its 1988 budget and price proposals, to make 
increasing use of "stabilizers" to reduce the 
budgetary costs of support, particularly to 
grains and oilseeds (see discussion of the 1988 
proposals in the Highlights section). The 
budget agreement also solved, at least in the 
short run, the financing problem by identifying 
new sources of funding for the Community's 
budget. Both these measures, if successful, 
will make the agricultural budget a less severe 
source of pressure, and thus may eliminate in 


i 


the short run an important internal incentive 
for the EC to restructure its system of 
agricultural support. 


Progress in reducing agricultural trade 
barriers will depend on the willingness of the 
United States, the European Community, and 
Japan to agree to reforms of their domestic 
agricultural policies. The EC has shown some 
willingness to address the problem of surplus 
production, but through supply control and not 
by reducing incentives to production. More 
in—depth reforms are still in question. 
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Appendix Table 1--Area, yield and production of grains in Western Europe, Annual 1984-1988 1/ 
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Area Production 
COUNTY waren nn nn nnn nnn nn nn nn nnn nnn nnn nn nn nnn nn nn nnn nn nn nn nnn nnn n nnn e ene n ene (reer e re ner rene nnn ern e rer n nen nenen 
and ; 
year Feed grains Rice, Total ; Feed grains 
Wheat Rye 2/ ------------------------------------ paddy .. grains’ . Wheat, . Ry@) 2/9. 0--""--—s-sceaass 
Barley Oats Corn Total 3/ Barley Oats 
ween enna ne --------------- =e 1,000 hectares------------------------ soweseswa=>= COC BLOUSE Sa aaee aan 
European Community 
Belgium-Luxembourg 
1984 194 9 152 27 8 187 == 390 1,330 42 934 122 
1985 194 8 135 29 7 171 2S 373 1,204 33 746 126 
1986 198 10 147 21 8 176 =e 384 1,342 55 879 81 
1987 199 14 140 22 i 169 oo 382 1,095 59 755 84 
1988 202 17 134 24 7 162 ao 381 azar 80 748 88 
Denmark 
1984 333 122 1,180 31 == 1,214 ae 1,669 2,446 608 6,072 150 
1985 340 127 1,104 37 ms 1,144 as 1,614 1,972 565 ee 152 
1986 354 120 1,078 27 oe 1,108 ao 1,582 Qn 546 5,134 111 
1987 400 135 957 23 ae 983 aC 1,518 281A 512 4,355 93 
1988 320 75 iei25 30 ae 1, 158 oe 1,553 2,000 340 5,300 130 
France 
1984 5, 100 96 2 ldy 433 1,730 4,498 9 9,703 33,241 321 11,699 1,892 
1985 4,832 84 2,248 425 1,857 4,751 11 9,678 29,262 283 =11,470 1,803 
1986 4,905 74 2,075 308 1,869 4,502 12 9,493 26,665 200 9,950 1,007 
1987 4,959 75 1,969 281 1,738 4,245 13 9,292 27,381 275 =10, 385 1,045 
1988 4,892 78 1,980 267 1,820 4,306 15 9,291 28,570 235 10,200 1,015 
Germany, Fed. Rep. 
1984 1,634 450 2,006 669 182 2,857 os 4,941 10,223 1,983 10,284 2,973 
1985 1,612 437 1,949 697 181 2,827 3S 4,876 9,866 1,877 9,690 3,278 
1986 1,648 425 1,947 605 187 2,739 =e 4,812 10,406 1,818 9,377 2,687 
1987 1,679 418 1,838 564 191 2,593 Oe 4,690 9,974 1,636 8,514 2,420 
1988 1,785 403 1,821 573 195 2,589 ce 4,777 14, 100 1,690 8,900 2,550 
Greece 
1984 924 7 334 44 205 583 16 1,530 2,646 15 831 72 
1985 848 9 326 42 207 575 16 1,448 aA 20 619 62 
1986 872 14 284 42 201 527 18 1,428 2,200 23 739 79 
1987 868 13 267 40 245 552 18 1,451 74 lb Re 25 626 62 
1988 870 12 240 40 240 520 18 1,420 2,100 25 600 65 
Ireland q 
1984 78 35 294 24 ae 318 =o 396 585 — 1,666 131 
1985 78 os 298 23 oc: 321 os 399 467 a 1,410 100 
1986 76 ae 283 21 ae 304 Se 380 385 ae 1,320 94 
1987 57 ce 276 20 oe 296 =o 353 350 oe 1,400 106 
ae 1988 50 oe 280 19 = 299 oe 349 290 = 1,355 100 
taly 
1984 3,274 9 434 191 961 1,608 180 5,071 10,057 24 1,618 433 
1985 3,034 9 468 182 $23 1,588 187 4,818 8,461 23 1,630 363 
1986 3,137 8 434 182 843 1,472 193 4,810 9,104 22 1,447 394 
1987 3,087 8 445 176 758 1,394 191 4,680 9,359 20 1,708 360 
1988 2,870 7 470 170 820 1,485 192 4,554 8, 450 19 1,700 350 
Nether] ands : 
1984 143 6 34 12 1 47 == 196 1,131 25 192 58 
1985 128 5 39 11 se 50 Se 183 851 19 197 58 
1986 118 4 42 7 ae 49 == 171 940 19 262 40 
1987 111 6 50 9 Se 59 2s 176 769 25 262 47 
1988 110 3 45 5 Ge: 50 oe 163 800 13 240 27 
United Kingdom 
1984 1,939 6 1,978 106 oe 2,092 ace 4,037 14,957 28 = 11,055 516 
1985 1,902 8 1,965 133 << 2,105 Se 4,015 12,045 35 9,740 615 
1986 1,997 6 1,917 95 =o 2,019 = 4,022 13,910 30 §=10,015 505 
1987 1,992 6 1,830 99 om 1,935 = 3,933 11,600 32 9, 130 440 
1988 1,930 6 1,900 105 a 2,011 = 3,947 13,000 30 10,000 555 
Total EC-10 
1984 13,619 705 8,529 1,537 3,087 13,404 205 27,933 76,616 3,046 44,351 
1985 12,968 687 8,532 1,579 3,175 13,582 214 27,401 65,903 2,855 40:78 e387 
1986 13, 305 658 8,207 1,308 3,108 12,896 223. 27,082 67,129 2713) 4395123 4,998 
1987 13,352 675 he 1,234 2,939 12,226 222) «26,475 64,952 2,584 37, 135 4.657 
1988 13,029 601 7,995 1,230 3,082 12,580 225 =26,435 + +67,581 2,432 39,043 4,880 
ee footnotes at end of table. 
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Product ion--Cont. Yield 
COUNTRY wrt n nn nnn annem enn nnnnen nnn nne pone neo - oe = +--+ == +2 2 2 2-2 e+ +--+ 
and 
year tere n ene ne-------- Rice, Total Feed grains Rice, Total 
Corn Total 3/ paddy grains Wheat Rye 2/ ------------------------------------ paddy grains 
Barley Oats Corn Total 3/ 
ch acta L000 tons ==<== << Se aiecaas soe war 2 Smet IC 1tONS per Nec tAr@==-* 5 ~~ os mosono an —~ 
European Communi ty 
Bel gium-Luxembourg 
1984 53 1, 109 oe 2,481 6.86 4.67 6.14 4,52 6.63 5.93 = 6.36 
1985 51 923 =o 2, 160 6.21 4.13 5.53 4.34 1.29 5.40 ~S 5.79 
1986 53 1,013 cote 2,410 6.78 5.50 5.98 3.86 6.63 5.76 ee 6.28 
1987 50 889 Se 2,043 5.50 4.21 5.39 3.82 7.14 5.26 oi 5.35 
1988 50 886 Or 2,237 6.29 4.71 5.58 4.19 7.14 5.47 a 5.87 
Denmark 
1984 oe 6,229 SS 9,283 lno5 4.98 3. 5 4.84 Se ae ile mS 5.56 
1985 os 5,411 ae 7,948 5.80 4.45 4.76 4.11 = 4.73 ae 4.93 
1986 =c 5,253 oC 1,976 6.15 4.55 4.76 4.11 oS 4.74 ae 5.04 
1987 = 4,456 2S 7,279 5.78 3.79 4,55 4.04 a 4.53 a 4.80 
1988 me 5,437 oS titi 6.25 4.53 4.71 4.33 =e 4.70 ma 5.01 
France 
1984 10,384 24,871 35 6 558, 468 6.52 3.34 515e 4.37 6.00 5.00 3.89 6.03 
1985 12,367 26,533 62 56,140 6.06 <M 5.10 4.24 6.66 5.58 5.64 5.80 
1986 11,470 23,319 60 50,244 5.44 2.70 4.80 3.27 6.14 5.18 5.00 5.29 
1987 12,334 24,911 Smo cno2e Shoe 3.67 =) 2 3.72 Ye 5.87 4,23 5.66 
1988 12,000 24,195 68 53,068 5.84 3.01 515 3.80 6.59 5.62 4,53 SoH 
Germany, Fed. Rep. 
1984 1,026 14,283 -- 26,489 6.26 4.41 5.13 4.44 5.64 5.00 == 5.36 
1985 1,204 14,172 So BIS 6.12 4.30 4.97 4.70 6.65 5.01 SC 5.31 
1986 1,302 13,366 == 25,990 6.31 4.28 4.82 4.44 6.96 4.88 36 5.32 
1987 1,202 12,136 -- 23,746 5.94 3.91 4.63 4.29 6.29 4.68 = 5.06 
1988 1,260 12,710 2 OOOO €.22 4.19 4.89 4.45 €.46 4.91 me 5.34 
Greece 
1984 1,990 2,893 90 5,644 2.86 2.14 2.49 1.64 9.71 4.96 5.63 3.69 
1985 1,822 2,503 106 4,404 2.09 AL 1.90 1.48 8.80 4.35 6.63 3.04 
1986 1,921 2,739 119 5,081 2.52 2.09 2.60 1.88 9.56 3.20 6.61 3.56 
1987 2,300 2,988 114 5,240 2.43 1.92 2.34 1.55 9.39 5.41 6.33 3.61 
1988 2,200 2,865 119 5,109 2.41 2.08 2.50 1.63 9.17 5254 6.61 3.60 
Ireland 
1984 =3 1,797 oe 2,382 7.50 = 5.67 5.46 = 5.65 ox 6.02 
1985 SS 1,510 Oe 1,977 5,99 oe 4.73 4.35 SS 4.10 oc 4.95 
1986 oe 1,414 Se 1,799 5.07 ie 4.66 4.48 = 4.65 SS 4.73 
1987 oe 1,506 oe 1,856 6.14 OG 5.07 5.30 at 5.09 2 5.26 
1988 =e 1,455 me 1,745 5.80 oe 4.84 5.26 se 4.87 i 5.00 
Italy 
1984 6,672 8,828 1,012 19,921 3.07 2.67 3.73 Pe 6.94 5.49 5.62 3.93 
1985 6,357 8, 406 1,193 18,083 2.79 2.56 3.48 1.99 6.89 5.29 6.38 rk 
1986 6,355 8,277 1,103 18,506 2.90 As 3.33 2.16 7.54 5.62 Bin 3.85 
1987 5,600 7,748 1,094 18,221 3.03 2.50 3.84 2.05 7.39 5.56 Sau! 3.89 
1988 6,000 8, 200 1,100 17,769 2.94 Zeal 3.62 2.06 1c? 3). ey 38) 3.90 
Nether 1ands 
1984 { 251 Se 1,407 (eo 4.17 5.65 4.83 1.00 5.34 2 7.18 
1985 = 255 ox 1,125 6.65 3.80 5.05 Sail == 5.10 =: 6.15 
1986 =o 302 aa 1,261 7.97 4,75 6.24 Sof =e 6.16 oe eH 
1987 =S 309 aS 1,103 €.93 4.17 5.24 3,72! 2G 5.24 ac 6.27 
1988 =e 267 Se 1,080 WaT 4.33 5.33 5.40 i 5.34 me 6.63 
United Kingdom 
1984 -- 11,606 5 ADEE) as 4.67 5.59 4.87 ao 5.55 a 6.59 
1985 = O,G8o -- 22,465 6.33 4.38 4.96 4.62 oe 4.93 = 5.60 
1986 =- 10,549 -- 24,489 6.97 5.00 Sniee 5.32 == Smee = 6.09 
1987 oF 9,600 2 hil aeky 5.82 5.33 4.99 4.44 ae 4,96 So 5.40 
1988 ==; 50 ce ARG 6.74 5.00 5.26 5.29 SS 5.26 oS 5.98 
Total EC-10 
1984 20,126 71,867 1,137 152,666 5.63 4,32 5.20 4.13 6.52 5.36 15) 8, 5.47 
1985 21,801 70,098 1,361 140,217 5.08 4.16 4.78 4.15 6.87 5.18 6.36 Sale 
1986 21,101 66,232 1,282 137,356 5.05 4.12 4.77 3.82 6.79 5.14 5.75 5.07 
1987 21,486 64,543 1,263 133,342 4,86 3.83 4.78 3.77 Uhl 5.28 5.69 5.04 
1988 21,510 66,600 1,287 137,900 3), KE) 4.05 4.88 3.97 6.98 5.29 3) 12 3) 
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Appendix Table 1--Area, yield and production of grains in Western Europe, Annual 1984-1988 1/ 


meme mem ew ee wee wee em ee ee eee em eee ee eee mee ee eee wees 
26 CSS OS OS OOS OO OS OS OO ESS OM OWES E OOS OOS OOO OO OO DOO OSS OO SOS SO OOO Oe th oe man ee at a eg 


Area Production 
COUNTPY wenn nnn en nnn nnn nnn nnn nnn nnn nnn nnn nnn nnn Omen man 
and 
year Feed grains Rice, Total Feed grains 
Wheat Rye 2/ ------on noon n nnn nner nner nn rrr nnn paddy grains Wheat Rye 2/ ---------------.-. 
Barley Oats Corn Total 3/ Barley Oats 
anne nen nnn n nen e eee ----- 1,000 snectanes=s—"=<--<sec522" sae esars weoereeneo-=-1,000 tons----------- 
Portugal 
1984 280 134 97 185 319 601 30 1,042 470 115 135 195 
1985 282 122 86 190 241 517 30 951 395 97 65 119 
1986 292 118 84 194 252 530 34 971 500 93 84 137 
1987 325 125 88 197 266 551 32 1,033 555 105 91 159 
Be 1988 312 120 90 195 273 558 33. «1,023 500 105 95 155 
pain 
1984 2,267 233 3,944 473 436 4,880 73 7,453 5,800 325 10,000 780 
1985 2,024 222 89 4, 155 465 525 5,170 74 = =7,490 5,326 295 = 9, 980 719 
1986 2,096 221 4.334 384 525 5.267 79 7.663 4,292 220 «7,331 422 
1987 2.223 227 4.352 349 526 5,246 eer er 320 9.602 502 
a cet 2,283 210 4.251 361 530 5.159 80 7,732 6,000 310 10,000 525 
1984 16,166 1,069 12,570 2,195 3,842 18,885 308 36,428 82,886 3,486 54,486 7,322 
1985 15,274 1,031 12,773 2.234 3,941 19.219 318 35,842 71,624 3,247 50,798 7.395 
1986 15,693 997 12.625 1.886 3.885 18.693 333 35.716 71,921 3,026 46,538 5.557 
1987 15,900 1,027 12,212 1.780 3.731 18.023 331 35,281 71,275 3,009 46.828 51348 
ote vee’ cia 15,624 931 12,336 1,786 3,885 18.297 338 35,190 74,081 2,847 49.138 5.560 
Austria 
1984 315 93 328 17 207 64 = 
1985 320 88 334 75 208 50 -- ee ee + ea ph 
1986 324 83 332 73 217 650 -- 1,057 1.415 284 1,293 270 
1987 320 85 292 69 207 594 =e "99941454 308 «1.179 246 
vamianoe 315 80 280 70 200 577 == 972 1.420 290 1.120 250 
1984 154 45 566 441 oe -- 
1985 157 34 646 Ait HE le = ose re 4 taal oe 
1986 166 27 589 403 -- 1,004 -- 1,197 529 M4 4.744445 
1987 139 38 583 368 -- "958 -- 4,135 281 74 1,089 "123 
=e 969 -- 4.404 321 64 2.040 1,200 
Norway : } 
1984 33 1 174 124 =2 en 
1988 39 ee Reith? 120, 2 ae hc ens ces Om ert ot 
1986 42 { 172 134 =~ 304 -- 347 180 3 RG iso 
1987 4 { 172 130 -- 303 -- 348 220 3 a. 30 
{ 172 135 -- 308 -- 353 200 3 58 
Sweden 0 525 
1984 315 62 644 = be 
1985 277 ic oe tae coaps):136 “71812 1,776 247 2,733 1,904 
1986 ai ie ah ae Be, es cums.) 487 1,338 158 2,309 41,668 
1987 325 40 545 397 ae os er 198) 21 2e ee 
1988 253 34 537 390 -< ean Bee ates et Mite UR 
Switzerland a i , 2,040 maze 
1984 
1984 92 ; 52 t0 18 87 ee 184 596 29 312 53 
87 -- 184 521 20 270 52 
1986 93 4 54 7 22 90 = 
oe 3 ; £ : 22 90 4 187 478 19 230 30 
nine 1988 93 4 52 3 22 88 er i aah ie ae 35 
ota ther 
Western Europe 
1984 909 206 «1,761 a 
1985 eae TO RMET eco hoes ay Bae =~ = 4,287 945 45521 751 6,935 4,151 
1986 936 154 1.785 ~~ 070 239 3. 186 ett ger ee 
eee ay eae ae a5 ae ee -- 4,276 = 4.332 533 «6.114 3,411 
heat a Hee Ge eed oe -- 3.978 3/970 541 4.965 2.997 
Tota ‘apie -- 3,838 «= 3.780 512 6.035 3,430 
urope 
1984 17,075 1,275 14,331 
1985 16.160 1,201 14.642 31304 Seg 29493 a8 a0 tht eet) eee ot 
1986 16,629 1,151 14,410 2,956 4/124 21.879 aS ge'ge2 rere, ese Sa 
ene re ie eC ae 333 39,992 76,253 3.559 52.652 8.968 
{Sk ferazsWe Di tas] Ug'tee 9p ne ee 331 39,259 75,245 3.550 51.793 8.315 
338 38,028 77,861 3.359 5§5'173 8.990 


--- = None, or negligible. 
1/ Data for 1987 are preliminary, and 1988 are May, 1988 forecast. 


aboufshalf iheteron iisicdad tecercee 2/ Rye is considered a bread grain but for the region, 


3/ Includes other grains: millet, sorghum, buckwheat, and mixed grains. 
Source: USDA, Foreign Agricultural Service, May 13, 1988. 
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Appendix Table 1--Area, yield and production of grains in Western Europe, Annual 1984-1988 1/--Continued 


ee ee ee 0 SO OO OO 8 OS © OO CS OOS O66 SSS OS SOOO OO SS OO OOS Ow OOO ESSE SOS ww OS ROB OOS ewes aS ae eaee sw eoeeee 





Production--Cont. Yield 
| COUNT 2 i ier eae a ett te oe en ea an ae ea a eee aa enor aoa cases cna e ese ca ne aadereeeeees = 
; and 
i VSctaey |) eae for ean oS Rice, Total Feed grains Rice, Total 
Corn Total 3/ paddy grains Wheat Rye 2/ ------------------------------------ paddy grains 
. Barley Oats Corn Total 3 
Seas (O00 stONSaoaeme sas pede ane 2 aoa aaa ame tl CATONS DemiuneGlan@= ss saa oo = aos ame an oe 
t Portugal 
{ 1984 483 813 135 1F5a0 1.68 0.88 1.39 1.05 Si hehe 4,50 1.47 
1985 531 is) 148 ess 1.40 0.80 0.76 0.63 2.20 1.38 4.93 1.42 
1986 567 788 151 ihboe abana 0.79 1,00 0.71 2025 1.49 4.87 1,58 
1987 620 870 145 1,675 Nee 0.84 1.03 0.84 2.33 1.58 4.53 1.62 
é 1988 640 8390 162 1,657 1.60 0.88 1.06 0.79 2.34 1.59 4.94 1.62 
! pain 
1984 2,505 13,395 437 19,957 2.56 1.39 2.54 1.65 ashe 2.74 5.99 2.68 
t 1985 3,414 14,214 459 20,294 2.63 ack 2.40 1.55 6.50 Ph Af) 6.20 7 
' 1986 3,405 11,262 494 16,268 2.05 1.00 1.69 1.10 6.49 2.14 6.25 enue 
' 1987 3,564 13,746 490 20,324 2.59 1.41 PL ex 1.44 6.78 2.62 6.36 2.61 
1988 3,500 14,092 500 20,902 2.63 1.48 2.35 1.45 6.60 PY ARE 6.25 2.70 
H Total EC-12 
H 1984 23,114 86,075 1,709 174, 156 Sy ae) 3.26 4.33 3.34 6.02 4.56 5rop 4.78 
H 1985 25,746 85,027 1,968 161,866 4.69 eh ahs) 3.98 ech, 6.53 4.42 6.19 4.52 
1 1986 25,073 78,282 {ace “ee ELE 4,58 3.04 3.69 2.95 6.45 4.19 5.79 4.34 
' 1987 25,670 79,159 1,898 155,341 4.48 2.93 3.83 2.99 6.88 4.39 yn 7) 4.40 
1988 25,090 ws lioee 1,948 160,459 4.74 3.06 3.98 gent 6.60 4.46 Si 4.56 
Other Western Europe 
, Austria 
, 1984 1,542 3,471 == Baca? 4.77 4.09 4.63 3.79 7.45 Beas oR 510 
4 1985 eeu 3,613 oS 5,515 4.88 3.85 4.55 ch 8.30 5.56 = Breil 
i 1986 1,740 3,414 2 Se KE 4.37 3.42 3.89 3.70 8.02 B25 =e 4.83 
: 1987 1,685 3,205 ae 4,965 4.53 3.64 4.04 SEW 8.14 5.40 2 4.97 
; 1988 1,640 300 2S 4,820 4.54 3.63 4.00 3.57 8.20 5.39 SS 4.96 
Finland 
1984 3 3,076 ae 3,646 3.10 2.04 3.03 3.00 se 3.01 =e 2.99 
1985 25 3,099 me 3,666 3.15 ey) 2.87 2.96 ice 2.89 =e 2.91 
1986 =e 2,921 -- Sh isphy 3.19 2.63 2.91 2.92 ae 2.91 oe 2.94 
1987 a 1,827 ae 2, 182 2.02 1.95 1.87 1.96 SS 1.91 a 1,92 
1988 aS oan DS 3,657 3.06 2h. &H) 3.00 3.00 at 3,38 aS 3.32 
Norway 
1984 cad 1,244 2S 1,414 Sa5 3.00 3.85 4.69 a 4.19 =e 4.28 
\ 1985 se 1,104 =e 1,274 4.36 3.00 Sipe 3.84 == 3.66 == 3.74 
1986 ae 1,002 = 1,185 4.29 3.00 3.20 3.44 == 3.30 oe 3.41 
: 1987 oe 1,092 ae Vaile 5.00 3.00 3.14 4.23 BC 3.60 me 3.78 
1988 oe 1,092 2S 1,295 4.55 3.00 He 3.89 = Se55 oe 3.67 
Sweden 
| 1984 23 4,875 He 6,898 5.64 3.98 4.24 4.45 oe 4.30 ke 4.56 
1985 Se 4,125 oe 5,621 4.83 3.43 3.46 Sous == 3.54 oS 3.78 
1986 2 3,451 aS Boor 5.56 4.00 3.65 3.26 =< 3.03 oF 3.59 
1987 2 3,591 oe 5,286 4.79 3.43 3.50 3.63 se 3.80 oe 4.03 
| 1988 se 3,334 Se 4,829 Boi 4.00 3.80 3.64 SE 3.55 ae 3.94 
Switzerland 
1984 126 519 = 1,144 6.48 5.80 6.00 5.30 7.00 5.97 -- 6.22 
| 1985 157 507 De 1,048 5.60 5.00 5.29 5.20 8.26 5,83 a 5.70 
| 1986 173 461 = 958 5.14 4.75 4.26 4.29 7.86 3,412 == Sale 
1987 168 484 oe 962 4.95 4.50 4.81 5.43 7.64 5.50 i 5.20 
1988 170 488 = 987 5.16 4.75 4.90 5.00 Ue Sn 55 oe 5.34 
Total Other 
Western Europe 
1984 1,668 13,182 -- 18,454 4.97 3.65 3.94 3.84 7.41 4.14 Se: 4.29 
1985 1,884 12,445 =-- 17,124 4.614 3.48 SnoM 3.44 8.30 3.80 3 3.96 
. 1986 1,913 11,246 == Aly 4.63 3.46 3.43 3.19 8.00 3,5¢ a Siu 
! 1987 1,853 10,199 w= 14,730 4.34 eae 3.02 3.09 8.09 3.53 a 3.70 
1988 1,810 11,296 = SOS 4.67 Sno 3.59 3.42 8.15 3.92 Be 4.06 
Total Western 
Europe 
1984 24,782 99,257 1,708 192,610 Gh 3.32 4,29 3.50 6.09 4,50 5n55 4.73 
1985 27,630 97,472 1,968 178,990 4.69 3.20 3.92 nao 6.63 4.33 6.19 4.46 
) 1986 26,986 89,528 Wee, We ASH 4.59 3.09 3.65 3.03 6.54 4.09 5.79 4,28 
! 1987 21,520 89/358 1,898 170,051 4.47 2.97 3.74 3.02 6.95 4.27 Sus 4.33 
) 1988 27,460 92,878 1,949 176,047 4.74 ol 3.92 3.22 6.69 4.39 il 4.54 
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Appendix Table 2--Area and production of selected nongrain crops in Western Europe, average 1970-74, annua] 1984-87 1/ 


wwemeeemwene 
meee emmeennne 
= Cie we 8S Oo OO 8 OO OO © 6 0 0 6 6 662.60 OS WO 8 OSS 0000 0S COO OO 8866 OOOO O88 SC COO O88 8 SO SSS SOO SSS SES SESS SAS Sse hen wees 
Se ee 


Area Production 
Country nnn nnn nnn nnn nn nnn nnn nen nnn nnn ren nn nn enn nnn nn nnn nnn nnn nnn nnn nnn nn nnn nnn nnn nnn nnn nn nnn n nnn nnn nn nnn 
and Potatoes Sugar Total Tobacco Potatoes Sugar Total Tobacco Olive 
year beets Oilseeds beets Oilseeds oi] Apples Pears Citrus 
ae ae ee 2/ 2/ 
nena eeoe a 1,000 hectares------- ween eee - eo ----------------- 4,000 tong---<+-~222400e rr 
European Community 
Belgium-Luxembourg 
1970-74 48 99 11 { 1,458 4,533 9 2 -- 245 
1984 45 117 11 1 1,648 5,763 16 2% -- 231 "2 es 
1985 50 125 15 { 1,835 5,952 18 2 -- 221 7g = 
1986 39 113 13 1 1,401 5 | 886 14 2 262 81 _ 
46 112 12 { 1,710 6,010 14 2 -- 246 79 ap 
Denmark 
1970-74 33 56 25 -- 828 2,254 48 -- -- 
1984 31 74 162 -- 1,121 3.614 309 -- -- 54 4 a 
985 31 73 191 -- 1, 100 3,515 474 -- -- 45 4 fe 
1986 31 70 217 -- 1, 129 3, 195 544 -- -- 48 4 a 
8 29 68 227 -- 942 3,050 618 -- -- 45 4 = 
France 
1970-74 346 451 369 20 8,146 19,313 
667 4 
1964 240 525 930 14 6,964 28,752 1,781 37 " 2" 08 448 25 
1585 214 975 14 7,787 29,977 2,322 36 -- 4.793 335 25 
1986 453 1, 134 15 6,300 24,670 2,898 36 -- 862 499 
8 NA 421 1.319 15 NA 24199 3,083 36 -- B66 430 28 
Germany, Fed. Rep. 
1970-74 520 334 94 4 14,938 
1384 219 406 232 3 7,272 20° 060 598 ° se arivss 449 ic 
403 254 3 7,878 20,813 662 = 
1986 210 390 266 3 7,39 3 pd ae me i 
’ 10 , er 
1987 200 384 310 3 6,509 19° 049 973 , rey? 150 281 a 
Greece | 
1970-74 52 25 146 89 767 
1 
1984 60 28 177 93 1,053 1700 210 143 293 305 a 528 
1588 56 43 234 99 1,009 2,580 310 148 280 287 tH 740 
44 
we 8 2 BOS RE 8 ee 
297 95 7 
Ireland i 
1970-74 48 29 0 -- 
1984 36 35 4 “ hers Hebe “9 be <2 i i 
1985 33 33 4 -- 686 1,309 3 n i" = ie 
37 4 -- a Z e a 
1987 30 37 4 -- a es : Ee a uy ae a 
Italy 9 : 
1970-74 223 248 17 45 3 
145 
1984 139 225 103 76 2,450 1486 187 é1 ao ek 
ee ee ce I us fee 4.490 161 343. 2,218 = 1,064 2,495 
1986 a = is 2 Gm 258 264 166 641 2,044 806 3, 386 
oe ipo Ae re iP 55! PS Ma ee 146 310 2,020 913 3,562 
nee 08 149 500-2. 196 829 2,600 
1970-74 155 109 17 == 
i a a 
1986 Yee HS 17 oe 7150-6335 42 rs ES a he be 
166 138 14 -- 68577-7007 2 ee ea = 
1987 NA 128 9 -- NA 6,920 23 = Rees ms 
7 -- 395 143 -- 
United Kingdom 
1970-74 241 191 7 
ae 7,000 6,502 = 
i ee er a ee 
ae : (715 a ik 
a ee ee 
’ ,000 948 == -- 318 48 oo 
Total EC-10 
1970-74 1,666 1,542 686 159 
43,333 64,597 
1986 098 = 1,732 2,085 198 = 37,734 «87.763 351 636 7,373 «2,331 3,448 
be 1,034 1,728 2,404 108° 93/714 Batata «epee, «= 380. 931 63041 Seen 
1,662 2,839 187 NA 854737278 oa 558 7,449 2,256 4,722 
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Appendix Table 2--Area and production of selected nongrain crops in Western Europe, average 1970-74, annual 1984-87 1/--Continued 


SSE EOS OS SOS SSS SSS SSS SS SS SSS SSK Se SSS SS SSE eee ses eee eee ee see sesso se eee ese wees eee ee eee ees eee eee eee eee ees ese= 


Area Production 
» COUNTY were nner n enn nnn nnn nn nnn nnn ween nnn cee ee enn nnn nn nn nnn nnn nn nnn nnn nn ene nn nn nnn nnn nnn enn e nnn enn n nee 
' and Potatoes Sugar Total Tobacco Potatoes Sugar Total Tobacco Olive 
year beets Oilseeds beets Oilseeds oi) pp les ears itrus 
2/ 2/ 
eae ican 1,000 hectares------- eo ewww nnn ecw ewsecwncwecwwnenn | OD tONS“-- none nnn nnn nner nn nn anne 
Portuga] 
1970-74 114 ae 3 <= 1,123 -- { { 52 132 55 163 
1984 129 1 25 7 1,102 66 28 7 47 86 71 132 
1985 1314 2 38 7 1,239 70 28 7 33 85 57 140 
1986 119 1 40 2 1,013 30 29 3 33 76 50 136 
1987 120 1 38 2 980 NA 32 4 Si 84 45 136 
Spain 
1970-74 401 195 263 17 5,250 5,270 214 28 399 766 414 2,946 
1984 348 218 1,009 22 5,981 8,755 846 46 667 1,028 498 2,660 
1985 331 178 1,081 24 5,927 7,349 1,228 42 397 1,055 600 3,310 
1986 289 195 1,292 22 4,857 7,508 chin walt? 39 489 850 361 3,917 
1987 331 182 1, 159- 22 5,363 7,668 1,068 38 621 945 530 3,758 
Total EC-12 
1970-74 2,178 1,737 952 176 49,706 69 , 867 1,467 261 1,136 7,649 3,360 6,324 
1984 e577; 1,954 2,892 216 42,534 97 , 864 4,601 404 1,350 8, 487 2,900 6,240 
1985 1,560 1,912 3,204 229 44,900 95, 182 6,282 409 1,361 7,464 2,485 7,601 
1986 1,442 1,925 3,736 212 39,584 95,950 7,178 363 1,080 8,375 2,667 8,775 
1987 NA 1,845 4,036 211 NA 93,141 8,378 370 1,382 7,542 2,494 7,126 
Other Western Europe 
Austria 
1970-74 96 47 4 = 2305 2,059 8 == = 170 47 oS 
1984 41 51 5 == 1,138 2,605 12 =< oS 353 54 om: 
1985 38 43 6 OS 1,042 2,407 17 -- -- 241 44 -- 
1986 35 28 1 Oe 982 1,425 19 << ae 283 51 a 
1987 NA NA 21 =< NA NA 54 23 -- 2Aiy 39 oe 
Finland 
1970-74 51 19 7 a 770 563 10 te =e =< te or 
I 1984 44 31 61 == 745 823 101 eo oe 12 { = 
1985 39 31 58 On 708 739 83 oe ~= 15 { -- 
1986 39 29 58 ae 173 792 94 Oe << 17 { -- 
1987 NA NA 75 ee NA NA 130 ae a 10 == =< 
Norway 
1970-74 34 a 3 ee 744 or 5 3S oe 49 10 oe 
1984 19 —— 9 a 489 = 19 = Ge 47 12 -- 
1985 19 OS 14 ~< 440 oF 19 == ce €4 9 -- 
1986 17 << 7 =< 440 == 14 == -- 32 a a 
1987 23 =e 10 oe NA Se 15 => oe 45 8 -- 
Sweden 
1970-74 49 42 124 ae 1,214 1,925 233 oe me 30 5 is 
1984 40 52 1614 coe 1,307 2,508 318 aS aC 90 13 == 
1985 39 52 164 = eat Pd hke, 327 a oe 93 9 == 
1986 38 52 168 oe 1,397 2, 188 320 a= oc 96 10 << 
1987 39 51 170 om 1,162 1,742 321 = == 33 4 *- 
Switzerland 
1970-74 27 10 9 1 1,075 463 20 2 cts 109 22 -- 
1984 23 15 14 { 923 860 32 2 == 384 140 ae 
1985 21 15 14 1 817 790 43 1 oe 278 129 -- 
1986 20 14 16 1 721 7162 39 2 =m 390 170 ae 
1987 NA 15 17 1 NA 825 42 2 oe 134 21 -- 
Total Other 
Western Europe 
1970-74 254 118 147 { 6,178 5,010 276 2 oe 358 84 -- 
1984 164 149 250 1 4,602 6,796 482 2 = 886 220 a 
1985 156 141 253 1 4,124 6, 106 489 { aa 691 192 =< 
1986 149 123 256 1 4,313 5,167 483 2 chs 818 239 =-- 
1987 NA NA 293 1 NA NA 562 2 oe 439 72 -- 
Total Western 
Europe 
1970-74 2,432 1,855 1,099 177 55,884 14,877 1,743 263 1,136 8,007 3,444 6,324 
1984 1,741 2,103 3,142 217 47,136 104,660 5,083 406 1,350 9,373 3,120 6,240 
1985 1,716 2,053 3,457 230 49,024 101,288 6,771 410 1,361 8, 155 2,677 7,601 
1986 1,591 2,048 3,992 213 43,897 101,117 7,661 365 1,080 9, 193 2,906 8,775 
1987 NA 1,845 4,329 NA NA NA 8,940 372 1,382 7,981 2,566 7,126 


-- = None or negligible. NA = Not Avai e. 

1/ Data for 1987 are preliminary. 2/ Dessert and cooking only. 

Sources: Agricultural Attache, Agricultural Situation Report, CY 1987. USDA, Foreign Agricultural Service. 
FAO Production Yearbook - 1986. 
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Appendix Table 3--Production of principal livestock products in Western Europe, average 1970-74, annual 1984-87 1/ 


eee 
-o- ewww rem mee mem ee ee eer eee 
SO CR CR OR KOSS REE BER OB Owe ewe BeBe ee eee ee eee eee ew eee eB eee eee eee eee eoee 


Country wenn nn nnn nen n ene n nee - oe 22 on --- 2 --- === -- : 
and Beef Sheep and Pork 2/ Tota) Poultry Cow’s gags 
year and Vea) goat meat meat 3/ milk 4/ 


alta ted tte tehed ttt tt eee nee el 
ee ee ee ee 


ea eae ec ec erwirmOearar en wc com NOOO COINS rier ee mec moe wie aoe a i 
European Communi ty 
Bel gium-Luxembour 
: 1970-74 281 3 534 818 111 4,011 223 
1984 322 8 740 1,070 144 4,120 184 
1985 332 8 726 1,066 159 4,080 177 
1986 3314 8 745 1,084 169 4,213 473 
1987 330 8 780 1,118 172 4,030 163 
Denmark 
1970-74 195 1 753 949 86 4,706 76 
1984 247 1 1,040 1,288 111 5,234 81 
1985 235 { 1,083 1,319 115 5,099 81 
1986 243 { 1,143 1,387 115 Sait 82 
1987 237 1 Waky 1,390 112 4,855 81 
France 
1970-74 1.577 129 1,341 3,047 727 24,092 668 
1984 1,936 175 1,625 3,736 1,247 27,595 878 
1985 1,845 176 1,607 3,628 eve 26 , 830 877 
1986 1,862 166 1,520 3,548 1,324 27,420 881 
1987 1,940 168 1,565 3,673 1, 357 26 , 320 859 
Germany, Fed. Rep. 
1970-74 1,291 14 2,403 3,705 266 21,458 882 
1984 1,614 29 2,734 4,377 351 26, 154 769 
1985 1,576 27 2,753 4,356 357 25,674 774 
1986 1,696 26 2,832 4,554 377 26,350 751 
1987 1,710 27 2,845 4,582 391 24,800 744 
Greece 
1970-74 93 96 76 265 79 611 1214 
1984 85 122 146 353 153 664 145 
1985 82 122 148 352 146 646 148 
1986 79 110 150 339 146 643 147 
1987 80 115 152 347 152 635 147 
Ireland 
1970-74 244 44 146 431 37 3,899 44 
1984 401 42 144 587 53 5,924 38 
1985 449 48 136 633 54 6,047 38 
1986 480 47 A27 654 57 5,816 38 
1987 446 51 125 622 58 5,744 38 
Italy 
1970-74 1,072 48 626 1,746 775 8,691 626 
1984 1,182 71 1,098 eecol 950 10,176 633 
1985 1,205 70 1,067 2,342 929 10,227 6414 
1986 1,180 67 1,170 2,417 940 10,278 606 
1987 1,170 68 1,180 2,418 947 10,300 591 
Nether] ands 
1970-74 314 11 753 1,075 314 8,904 262 
1984 500 9 1,257 1,766 410 12,782 652 
1985 494 14 1,340 1,845 425 12,550 650 
1986 546 8 1,449 2,003 442 12,695 643 
1987 560 8 1,535 2,103 467 11,700 651 
United Kingdom 
1970-74 952 232 1,001 2, 185 631 13,212 851 
1984 1,135 286 955 2,376 845 16,550 765 
1985 1,126 291 995 2,412 875 16,340 772 
1986 1,028 284 1,022 2,334 922 16,218 774 
1987 1,040 320 1,037 2,397 953 15,300 750 
Total EC-10 
1970-74 6,013 575 7,633 14,221 3,026 89,584 3,750 
1984 7,422 743 9,739 17,904 4,264 109, 196 4,141 
1985 7,344 754 9,855 17,953 4,332 107 , 493 4,157 
1986 7,445 7417 10, 158 18,320 4,492 108,744 4,094 
1987 7,513 766 10,371 18,650 4,609 103,684 4,021 


Da ee 
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Appendix Table 3--Production of principal livestock products in Western Europe, average 1970-74, annual 1984-87 1/--Continued 


we a a a ee ee eee eee wwe mm me me ee meee ee ewe eee em ee ee ee me Km eee eee ee ee ee ee ee ee eee eee eee ee ee eee eee ee ee ee eee em em eee eee ee eee see ese ee= 


Country tren enn nnn nen nnn nnn nnn en nnn nnn nen nen n newer nn e- 
and Beef Sheep and Pork 2/ Total Poultry Cow’s Eggs 
year and Veal goat meat meat 3/ milk 4/ 
i re ae a ae ae Sa re a a Se = Se (OOOBtONS meee e esa Se oa a ae aS Soe e Sea ae Sao 
Portugal] 
1970-74 80 25 106 211 14 458 40 
1984 93 28 180 301 155 720 72 
1985 95 > PR) 175 299 156 820 85 
1986 98 25 193 316 162 842 84 
1987 93 27 195 315 176 870 90 
Spain 
1970-74 344 143 545 1,032 556 3,914 490 
1984 385 137 1,181 1,703 789 6,240 594 
1985 401 134 1, 177 1,689 810 6,300 598 
1986 440 136 1, 166 1,742 759 6,260 640 
1987 425 134 1,150 1,709 765 6, 150 641 
Total EC-12 
1970-74 6,437 743 8,284 15,464 3,656 93 , 956 4,280 
1984 7,900 908 11, 100 19,908 5,208 116, 156 4,807 
1985 7,840 914 hd a ake 19,941 5,298 114,613 4,839 
1986 7,983 878 Say 20,378 5,413 115,846 4,818 
1987 8,031 927 11,716 20,674 5,550 110,704 4,752 
Other Western Europe 
Austria 
1970-74 167 { 259 427 46 3,290 88 
1984 209 < 379 591 74 3,741 105 
1985 223 3 401 627 11 3,760 106 
1986 232 3 389 624 q3 3,739 108 
1987 226 3 385 614 17 3,630 105 
Finland 
1970-74 107 3 1314 241 7 3,175 73 
1984 124 { 169 294 20 3,224 89 
1985 125 { 1714 297 20 3,083 88 
1986 124 { 173 298 22 3,071 84 
1987 120 { 173 294 25 2,983 84 
Norway 
1970-74 58 16 73 147 8 1,732 37 
1984 th 25 84 186 11 2,001 45 
1985 te 25 88 190 11 1,973 47 
1986 wht 26 88 194 12 1,952 47 
1987 77 26 88 194 42 1,969 47 
Sweden 
1970-74 145 3 258 406 30 3,030 100 
1984 154 5 323 482 44 3,795 120 
1985 157 5 332 494 45 3,695 115 
1986 147 5 309 461 45 3,533 115 
1987 139 5 291 435 46 3,497 ae 
Switzerland 
1970-74 133 3 209 345 18 3,234 44 
1984 166 4 276 446 26 3,858 43 
1985 174 4 285 460 28 3,845 45 
1986 170 4 286 460 28 3,845 44 
1987 166 4 289 459 28 3,855 44 
Total Other 
Western Europe 
1970-74 610 26 930 1,566 109 14,461 339 
1984 730 38 1,231 1,999 175 16,619 402 
1985 753 38 Tee shi 2,068 175 16 , 356 400 
1986 750 39 1,245 2,034 180 16,140 398 
1987 728 39 1,226 1,993 188 15,934 392 
Total Western 
Europe 
1970-74 7,047 769 9,214 17,030 3,765 108 417 4,619 
1984 87630 946 12,331 21,907 5, 383 132,775 5,209 
1985 8,593 952 12,464 22,009 5,473 130,969 5,240 
1986 8,733 917 12,762 22,412 5,593 131,986 5,216 
1987 8,759 966 12,942 22,667 5,738 126 ,638 5,144 
{/ Data for are preliminary. xcludes commercial lard. n ready-to-cook basis. Ss reported; it Ss not always 


include amounts fed to young animals. 


Sources: USDA, Foreign Agricultural Service, October 22, 1987. 
FAO Production Yearbook, 1986 - Other Western Europe Countries, for sheep & goat. 
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Appendix table 4--Agricultural imports by country, European Community and Other Western Europe, 1984-86 1/ 


wee m mm ewe ewe eee eee eee eee eee reese 
DS eel 


SITC Codes European Community 
Major Sub- 
Commodity and year head- head- Belgium France West Italy Nether- Denmark Ireland 
ings ings 2/ Luxembourg Germany lands 


wee mmm mw eee eee eee eee ees ereernr= 
eee emer eee wee cee eee mete ee ce ewe ee ee ee eee wees eee eee wee ee wee we teem ee ee eee eee mee wee ee eee eee see eee se eee eese= 


Million dollars 


Live animals 1984 00 229.1 330.5 209.4 1,015.4 60.2 263 119.8 
1985 219.3 325.0 240.3 1,186.1 96.0 3.9 136.5 

1986 312.4 442.3 243.0 1,567.8 189.6 5.1 89.5 

Meat and meat 1984 01 334.1 1,742.4 1,922.9 1,897.2 327.3 30.9 64.8 
preparations 1985 348.9 1,870.1 2,003.7 Bede bi 334.8 50.4 62.4 
1986 451.0 2,467.6 2,512.3 2,784.7 443.6 89.7 79.9 

Dairy products 1984 02 701.8 376.9 1,462.7 1,413.0 878.0 68. 1 o2nh 
and eggs 1985 691.6 408 .7 1,514.4 I Tabue 853.2 61.1 34.8 
1986 860.0 587.3 2,350.6 2,032.7 1,158.7 76.3 41.3 

Cereals and 1984 04 1,252.6 754.8 1,205.6 1,417.0 993.7 128.5 188.1 
cereal prepa- 1985 1,016.8 709.6 1,480.1 1,388.8 1,038.7 1313 184.1 
rations 1986 1,118.3 938.8 1,669.9 1,739.2 1,207.4 167.8 246.0 
Wheat and 1984 041, 265.0 106.7 301.5 747.5 247.4 20.4 70.0 
flour 4985 046 236.2 abs | 500.4 793.7 276.3 HARE: 75.0 
1986 246 .0 112.5 516.6 1, 115.0 304.6 48.7 107.5 

Rice 1984 042 84.8 162.4 92.4 54.4 66.2 8.9 255 
1985 81.1 146.2 91.8 93.9 63.6 9.2 3.0 

1986 72.9 176.9 109. 1 46.0 63.9 12.2 307 

Feed grains 1984 043- 723.5 174.8 485.1 513.0 5221 48.2 34.5 
1985 045 514.3 131.3 556.1 363.0 533.5 30.3 19.5 

1986 551.4 104.1 579.3 408 .9 614.4 29.4 243 

Fruit and 1984 05 869.0 2,380.7 4,797.4 685.9 1,531.0 249.4 188.2 
vegetables 1985 906.4 2,451.2 4,688 .2 952.4 1,664.8 245.1 192.9 
1986 1,187.4 3,228.4 6,118.9 1,048.9 2,089.5 336.0 250.1 

Sugar, sugar 1984 06 194.0 2S 2E 7 308 .8 267.6 194.0 1S) 63.0 
preparations 1985 108 .5 238.5 340.6 242.8 185.0 59.9 68.6 
and honey 1986 134.4 352.3 464.6 302.2 248.0 88.8 87.6 
Coffee, tea, 1984 07 611.6 1,555.0 2,629.5 894.4 1,288.6 247.1 1eP), 2 
cocoa, spices 1985 702.0 1,598.5 2,815.5 1,143.3 1,322.6 252.1 135.7 
etc. 1986 874.8 2,018.7 3,751.4 1,302.0 1,515.9 360. 1 156.8 
Animal feed 1984 08 600.7 939.6 1,425.14 671.2 1,259.4 436.8 153.0 
1985 533.7 802.4 1,146.4 649.4 1,189.8 369.9 157.7 

1986 675.9 1,084.4 1,326.5 755en 1,331.6 467.7 252.3 

Oilseed cake 1984 0813 247.9 789.6 860.9 315.5 533.1 366.5 78.9 
and meal 1985 209.4 648.6 689.7 266.3 518.7 307.4 55.9 
1986 259.3 841.5 756.8 299.1 590.3 383.9 82.1 

Meatmeal and 1984 08 14 48.9 27.6 120.7 28.0 49.7 the 2.8 

f ishmea} 1985 33.4 26.6 112.4 38.8 55.4 5.7 4.9 
1986 36. 1 30.6 146.8 Syiaw) 72.5 8.2 5.0 

Misce) laneous 1984 09 165.0 222n7, 254.4 81.6 180.5 33.4 48.6 
food prepa- 1985 174.4 235.2 273.0 102.3 206 .8 38.2 53.0 
rations 1986 258.6 321.5 369.2 125.2 243.2 55.7 69.8 
Lard 1984 0913 ‘eto 7.9 4.4 6.6 31.4 3.0 0.5 
1985 16.8 6.2 3.4 5.6 26.3 as 0.5 

1986 9.3 7.0 3.9 3.9 19.6 0.4 0.5 

Margarine and 1984 0914 16.9 58.1 22.9 10.4 18.3 Ont 3.0 
shortening 1985 15.4 59.1 28.1 13.0 34.1 0.5 4.7 
1986 18.5 53.5 20.9 te 21.6 1.0 5.4 


See footnotes at end of table. 
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Appendix table 4--Agricultural imports by country, European Community and Other Western Europe, 1984-86 1/--Continued 


te eee he eh et EE EE ET er eee 


Total 
Total Total Other Western Europe Western 
Sis ia SPR ie BETO) COSSeE SSeS SAS EES | RE SI IE Ta ll I A a Teale aad aa ee Europe 
Uni ted Greece Portuga) Spain Austria Finland Norway Sweden Switzer- 
Kingdom land 
Million dollars 
264.0 22.9 2,253.6 8.4 30.6 2,292.6 Sats 3.3 2.0 6.2 13.0 2,322.6 
307.2 29.1 2,543.4 15.4 Sika 2,616.5 3.5 4.6 2a 6.1 13.3 2,646.3 
430.3 29.4 3,309.4 Zin 160.9 3,491.8 5.9 6.5 4.7 15.4 19.2 3,543.5 
1,801.1 456. 1 8,576.8 9.3 113.5 8,699.6 46.7 Wy 12.0 43,2 197.9 9,000.5 
1,805.4 438.6 9,167.8 37.3 128.6 9,333.7 40.8 0.7 16.0 Dai 188 . 1 9,631.4 
2,149.0 563.4 11,541.2 59.7 291.0 11,891.9 59.1 jd 21.6 10.6 2594 m2, cOca 
811.3 208 .8 SF o5en 1530 113.0 €,081.0 48.0 4.4 €.8 30.0 122.0 6,291.9 
781.4 241.2 6,321.6 15.3 118.5 6,455.4 S20 4.7 7.4 35.0 114.7 6,669.5 
958.4 370.0 8,435.3 14.1 231.0 8,680.4 76.5 9.2 12.4 45.9 eA 2 8,975.6 
844.0 92.2 6,876.5 507.5 613.9 7,997.9 70.6 31.3 997.2 95.7 246.4 8,541.1 
919.0 116.3 6,984.7 335.6 553.6 7,873.9 87.4 44.6 81.3 94.9 223.4 8,405.2 
4, 12852 305.5 8,521.1 274.0 581.0 9,376.1 103.6 43.5 127.5 113.8 244.3 10,008.8 
22] m2 hs} 1,991.2 127.6. 20.9 2,139.7 Ons fot 35.6 10.4 54.3 2,247.6 
299.2 66.6 2,361.8 88.1 S15 2,481.4 0.4 13.5 28.1 9.7 43.6 2,576.7 
351.4 102.2 2,904.5 88.4 160.5 3,153.4 0.7 5.6 39.2 8.2 47.0 3,254.1 
115.4 6.3 593.3 34.6 26.9 654.8 16.8 S75 4.4 13.6 15.9 711.0 
126.5 Sold 620.8 33.0 7.4 661.2 15.8 ved 4.2 15.4 14.0 718.3 
160.7 5.6 651.0 21.6 Wott 680.3 19.9 et 4.7 16.2 34.4 761.2 
323.8 54.5 2,879.5 343.5 553.3 3,776.3 8.5 0.7 14.8 10.3 {iS 3,926.3 
307.1 14.8 2,469.9 210.9 502.2 3, 183.0 26.0 4.1 5.6 les 94.2 3,320.2 
386.3 165.7 2,863.6 158.0 374.5 3,396.1 Uthedth 6.1 15a 9.7 67.9 3,512.8 
2,590.7 Kot elec) 44.4 149.5 13,521.0 362.4 197.8 211.6 490.2 627.8 15,410.8 
2,625.6 3256.) 13,759) 2 60.7 N72 Toneg220 390.7 206 .0 202.8 484.5 619.0 15,895.0 
3,203.7 5059) 1775513) 2 113.0 Z8inOm no 1os0 507.1 264.6 293.6 604.7 819.2 20,402.7 
703.5 4.6 2,041.5 66.3 23mm 2,130.9 26.9 ey 67.0 46.3 65.9 2,364.7 
654.7 29 1 1,921.7 47.2 255 1,994.4 24.2 29.2 59.7 47.7 64.3 2,219.5 
witht 4.9 2,460.5 53.9 66.5 2,580.9 44.4 S555 80.3 60.5 84.7 2,886.3 
1,733.0 119.0 9,200.4 61.0 483.9 9,745.3 286.6 269.9 200.7 408 .0 S1SeOm 22505 
1,553.8 22m) 9,646.0 67.6 494.2 10,207.8 309.4 22570 188.3 411.3 381.7 11,724.0 
1,790.2 150.0 11,919.6 94.9 719.5  12,734.0 435.1 328.7 292.6 592.7 483.0 14,866. 1 
673.0 44.0 6,202.5 28.3 189.5 €,420.3 149.3 55.4 40.7 159.2 134.6 6,959.5 
628.2 41.3 5,518.8 31.4 206 . 1 5,756.3 134.7 53.9 donc 130.4 122 6,229.5 
773.2 50.3 6,717.0 98.0 296.5 Uo 154.2 54.3 54.3 138.4 155.9 7,668.6 
350.9 11.6 3,554.9 5.9 165.4 3,726.2 109.5 0.2 19.4 49.5 14.7 3,919.5 
islet Ut) 3,019.0 2.4 183.5 3,204.9 98.0 0.0 9.7 35.8 6.0 3,354.4 
398 . 4 8.2 3,619.6 15.6 227.0 3,862.2 118.5 0.3 ik), § 29.7 8.5 4,034.3 
78.0 13.8 376.7 0.1 11.3 388 . 1 15.6 43.9 0.1 55.3 36.4 539.4 
84.3 13.4 374.9 1.6 8.2 384.7 42.2 39.9 ek) 44.7 chi 513.9 
oie5 16.5 444.9 4.2 6.4 455.5 14.2 36.0 2) 35) 49.3 34.1 591.6 
351.9 48.7 1,386.8 7.6 38.8 1,433.2 36.4 34.8 37.7 68.6 56.3 1,667.0 
397.8 46.5 We S2ime 7.0 41.2 1,575.4 36.6 36.7 43.9 152 61.7 1,829.5 
478.5 43.0 1,964.7 13.2 63.4 2,041.3 67.9 48.6 59.6 96.0 88.4 2,401.8 
83.7 0.3 150.6 0.2 a 150.8 == = 0.1 =e 0.7 151.6 
85.0 0.2 146.3 0.2 oo 146.5 =- 0.0 0.4 == 0.5 147.4 
56.2 == 100.8 0.2 6.3 107.3 =e oe 0.2 =- 0.4 107.9 
48.2 23.4 201.0 oS 2.6 203.6 2.9 oS 0.2 6.0 1.6 214.3 
B20 19.9 22s 0.1 AN) 229.7 2.8 0.0 0.1 5.4 1.9 239.9 
54.9 2.4 190.4 0.2 3.2 193.8 ano = 0.1 4.7 2.5 204.0 


Wm mw mmc e mmm eee ee ww we wwe wwe em ew wee cw eee ewe ew ee eee eee ewww em w em ee ee eee ee eee ee eee ee eee tee teem ee ee eet eee ee mee meee ee meee eee ee coeee 
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Appendix table 4--Agricultural imports by country, European Community and Other Western Europe, 1984-86 1/--Continued 


wm me mmm mmm mmm wee me ee wee we ewe eww we em me ee eee ee ee ee ew ee ee ee eee ee eee eee ewe eee meme eee eee eee ee seer eee err erence enn 


eweeceeceecwe cee ewe ecw e cece see ee eee eee wee wees eee eee sees see eee eee ecco ersoeococcre 


Belgium 
Luxembourg 


France 


West 


Nether- 
lands 


Denmark 


Ireland 


damon e oS Se oes ww mmm mm eee me we ee ee eee eee ee er ee een 
wm mm ee em ew ee ee ee ee wwe ee eee mm we ee me we we me ee me ewe ewe ee eee eee eee eee ere ere reer 


Beverages 


Nonalcoholic 


Wine 


Tobacco, 
unmanufactured 


Tobacco, 
manufactured 


Hides, skins, 
and furs 
undressed 


Oilseeds, oi], 


nuts, and 
oi] kernels 


Soybeans 


Natural rubber 


Natural fibers 


Raw cotton 


Crude animal & 
veg. matis. 
not elsewhere 
spec. 

Agricul tural 
fats and oils 


Animal & 
vegetable oils 
& fats, pro- 
cessed 


Total agricul- 
tural 3/ 


Total imports 


-- = None or negligible. 


1/ Intra-EC trade included in data. 


SITC Codes 
Major Sub- 
head- head- 
ings ings 2/ 

14 

144 
11214 

121 

122 

21 

22 

2214 

23114 

261- 

265 
2631 
29 
4 
431 


2/ Components of major headings. 


396. 
400. 
549. 


ono 


69. 


fez) 
top) 
MO oO = 


103. 


229. 
243. 
327, 


122. 
134. 
168. 


~1® © ouwo 


106. 
105. 
225 


100 


huw wh 


85 


542, 
550. 
568. 


won~ 


409. 
341 
297 


40 
39 
387, 


38 1 
397. 


= oul wR Ww 


63. 
o2) 
Wee 


IW © aw — 


_— 
ao) 
ol 

fo ow = 


eet 


w 

ol 

Ww 
i | 


482. 
538. 
645. 


59. 
89. 


207. 
244. 
236. 


92: 
101. 
116. 


454. 
539. 
518. 


214 
226 
226 


334. 
236. 
206. 


178. 
142. 
TAKS, 


188 
153 
152 


828. 
762. 
650. 


276. 
234. 
165. 


584. 
651. 
884. 


825. 
742, 
560. 


i203 
111 
92 


12,540, 
12,589. 
15,403. 


103,612. 
107, 588. 
127,854 


SOW Yaw ONO WH~A 


ULD ©WO COO woOwk WOHOR 


hun BO 


8 
4 
2 


i, 
1 


0 


50. 
56. 
87. 


546. 
Sols 
802. 


467. 
S15; 


631 


144 
147 


202. 


361 
365 
393 


1,311 


1,497. 


1,524 


723. 
673, 
653. 


212 
185 


183. 


902. 
856. 
764. 


374, 
360. 
267. 


1,311. 
chive 
Onc 


1,037. 
$33. 
696. 


194. 
210. 
163. 


20,797. 
21,242. 
26,269. 


152,872. 
157,596. 
189,646. 


ww we em en ewe ee em ee mem ee em eee wee eee ee ee ee mew ee me we ew meee eee eee eee 
- oe we mem meme ee mem mmm meme wwe me eee ee ee woe 
were eee eee 


Million dollars 


233. 
329. 
415. 


1 


44. 
75. 
102. 


120. 
167. 


149 


293. 
407. 
490. 


WKY 
1,181 
1,242 


505. 
468. 
386. 


444, 
378. 
288. 


142. 
132. 
135. 


W527. 
1,590. 
1,427. 


490. 
465. 
376. 


300. 
410. 
501. 


Siitk 
687. 
714, 


49. 
54. 
40. 


13, 156. 
15,030. 
ANU 
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Source: UN Trade Statistics 1982-1986. SITC is the Standard International Trade Classification revised. 
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wwe mew www eee we wee ee ec 
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Belgium 


Luxembourg 


France West Italy Nether- Denmark 
Germany lands 


wow www eee ew ww we wee em eee eee eee 
wee mee ee mm meme ee ew we mm eee meme ee em ne em mew eee een ee wwe ee eee eee eee ee ee eee ew eee see ee ewe eet eee eee ere 


Live animals 


Meat and meat 
preparations 


Dairy products 
and eggs 


Cereals and 
cereal prepa- 
rations 


Wheat and 
flour 


Rice 


Feed grains 


Fruit and 
vegetables 


Sugar, sugar 
preparations 
and honey 


Coffee, tea, 
cocoa, spices 
etc. 


Animal feed 


Oilseed cake 
and meal 


Meatmeal and 
f ishmea] 


Miscellaneous 
food prepa- 
rations 


1984 
1985 
1986 


1984 
1985 
1986 


1984 
1985 
1986 


1984 
1985 
1986 


1984 
1985 
1986 


1984 
1985 
1986 


1984 
1985 
1986 


1984 
1985 
1986 


1984 
1985 
1986 


1984 
1985 
1986 


1984 
1985 
1986 


1984 
1985 
1986 


1984 
1985 
1986 


1984 
1985 
1986 


SITC Codes 
Major Sub- 
head- head- 
ings ings 2/ 

00 

01 

02 

04 

041, 
046 
042 
043- 
045 

05 

06 

07 

08 

0813 
08 14 
09 


198. 
318. 
854. 
840. 
1,216 
737 
1,004. 
986. 
773. 
810. 
147, 
135 
107 
105 
113. 
i2ie 
428. 
pea 
WAS 
598 
940 
282 
334. 
349. 
434. 
551 
494 
445 
514 


283. 


HbR OfW VOD 


C30 HEH OPM BHO YPOUW OWA KYVMO WO 


Sour 


Million dollars 


796.6 294.5 Aen 502.6 20. 1 
827.8 294.9 14.0 547.0 20. 1 
Ue cht 452.5 10.1 728.9 22.9 
iy cou ‘lo na 1 279.4 2,259.2 1,905.9 
1,194.2 1,080.9 364.8 2,069.5 1,938.3 
1,630.3 We Oinme 421.5 3,142.2 2,389. 4 
1,729.8 1,868.1 179.5 2,539.3 737.5 
dean 1,813.6 205.0 2,415.8 694.3 
2,139.9 2,343.6 245.4 3,020.0 849.7 
4°51 5—n 92975 731.4 475.5 402.4 
4,637.8 800.3 1,076.1 509.0 424.3 
5,009.8 1,220.9 1,067.0 599.3 528.7 
2,396.9 389.8 198.8 110.4 73.1 
2,647.0 2051.0 345.5 116.3 65.7 
2,495.0 427.7 264.14 100.9 73.9 
37.8 24.8 226.4 53.5 0.4 
10.9 23.3 304.3 5607 0.3 
36.3 28.4 281.2 52.6 0.3 
1,624.0 141.9 37.6 32.1 152.6 
1,500.7 114.9 95.2 29.4 160.2 
1,931.4 181.8 88.6 36.9 209.5 
1,233.7 578.3 2,05 iuau 2,284.0 118.6 
1,301.3 627.9 2,249.7 PA atl 145.8 
1,659.0 847.2 2,649.3 2,828.6 168. 4 
798.8 412.5 59.0 284.2 112.6 
630.4 375.4 69.3 284.2 117.0 
711.4 523.1 69.2 386.5 158.4 
308 .4 899.2 153.0 963.7 46.2 
379.3 1,051.1 163.0 1,024.5 53.2 
483.4 1,386.1 220. 1 1,183.4 Tome 
592.9 726.9 127.0 7197.2 173.3 
530.5 177.4 114.0 720.8 141.3 
640. 1 942.5 121.3 871.2 170.8 
32.0 Cay tp 37.0 407.5 250 
Pela? 279.6 Sipe 332.8 1.3 
20.5 290.5 35.8 351.0 Ae. 
39.9 103.4 23.5 atfecth 124.9 
26.2 86.9 30.2 16.9 89.2 
Pa 96.4 23.9 19.7 106.9 
254.5 351.5 93.4 592.2 152.8 
262.2 386.2 A15i2 625.3 157.6 
354.6 453.4 158.8 718.5 199.3 


277.8 
268.5 
342.9 


579.7 
649.9 
885.0 


633.5 
572.4 
631.0 
69.9 
HEE 
Sima 
10.1 


20.0 


de ll la a el a ae a ad lal ee eae ett et ket ee = - 


See footnotes at end of table. 
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SSS OSS RS OOS SSSR SOE SSCS SHS HS SSS SEE SHEE Se BOSC e Me wwe eee ewe ew eee eee ewe eee ewe eee eee ewe meee ee eee ewe eee eee == 


Total 
Total Total Other Western Europe Western 
ee RII NEL ong EC-10  ---------------- EC 1 ee en nn enna wena a enw nna a annem enna ema aeneenenese==|| FURODE 
United Greece Portugal Spain Austria Finland Norway Sweden Switzer- 
Kingdom land 


eee eet th ee ee ee ee 


Million dollars 


256. 1 1.3 2,364.7 0.5 8.9 2,374.1 62.4 25 -K¢) 0.4 5.6 8.8 2,454.2 
338.9 0.8 2,512.9 1.0 7.8 2,02 lien 46.7 2.0 0.3 ae 11.4 2,589.6 
439.6 5 3,490.3 1.3 16.4 3,508 .0 59.5 3.8 0.5 6.3 15.8 3,593.9 
658 4 1.9 8,923.9 lal ae 41.7 8,976.8 109.6 64.1 14.3 150. 1 6.9 9,321.8 
643.5 Aino 9,083.0 11.8 31.7 9,126.5 135.1 70.4 13.2 144.7 8.8 9,498.7 
765.0 2.7 12,063.0 eden 53.5 12,128.6 140.7 Sie 5.3 Ailtiest 12.4 12,449.2 
330.7 13.9 8,769.6 9.3 12.9 8,791.8 148.8 164.7 53.6 55.4 238 .3 9,452.6 
364.0 15.9 8,506.6 7.6 6.4 8,520.6 130.3 145.5 48.0 49.4 245.9 9), 169). 7 
486.0 22.5 10,742.2 10.6 ISS Omen O nt 2p 161.9 138.3 56.0 43.0 332.5 11,504.4 
1331.0 270.4 9,711.7 4.0 47.3 9,763.0 169.1 118.8 10.3 203.2 29.4 10,293.8 
1077.6 172.4 9,546.5 2.8 168.8 9,718.1 145.7 84.3 she 254.1 34.1 10,247.5 
1725.2 295.8 11,348.2 4.8 193.8 11,546.8 178.2 74.5 12.4 185.5 54.6 12,052.0 
377.8 184.6 3,944.6 Te 1525 3,960. 1 83.8 1.9 0.3 109.4 0.1 4,161.6 
306. 1 118.4 3,998.9 == 34.9 4,033.8 89.4 7.6 0.1 91.2 == 4,222.1 
690.0 138.3 4,317.2 he 49.8 4,367.0 60.8 Sil oo 53.7 0.1 4,486.7 

2.4 8.2 458.6 0.1 14.6 473.3 =e =o ce 0.4 he 473.4 

2.8 3.9 516.0 —< 32.6 548.6 ee cae on 0.2 de 548.8 

32.2 12.0 Shine dant 21.4 593.7 = oe me 0.2 0.4 594.3 
598.6 8.0 3,054.7 0.2 4.5 3,059.4 44.7 91.6 aa 43.8 0.4 3,239.9 
415.4 35.4 2,605.0 0.1 85.2 2,690.3 19.0 57.0 Bo 107.8 =< 2,874.1 
628. 4 129.2 3,414.2 <= 103.0 3,517.2 52.0 50. 1 ote 56.3 0.3 3,675.9 
258.6 681.7 7,851.8 104.7 1,999.5 9,956.0 67.0 10.4 4.4 44.7 42.2 10,124.7 
268.3 690.9 8,114.7 94.7 1,843.9 10,053.3 73.7 Tae 4.7 40.4 34.6 10,213.8 
371.8 812.1 10,334.7 118.1 2,583.4 13,036.2 92.6 7.9 5.6 56.8 52 maich 2odne 
222m 14.6 2,245.2 6.8 43.0 2,295.0 20.0 16.7 2.4 29.2 26.9 2,390.2 
285.6 8.2 2,060.2 2et 48.6 2, Wied ey 10.6 at 30.3 32.1 2,202.9 
249.7 8.8 2,508 .2 220 108 .4 2,619.1 30.7 14.7 3.7 51.0 3051 2,769.3 
487.3 8.2 3,316.0 2.0 95.8 3,413.8 39.8 33.3 10.3 63.4 157.4 3,718.0 
505.6 ou 3,723.1 1h5 110.0 3,834.6 Ue2 34.2 1.9 62.3 172.9 4,184.4 
533.5 Tia 4,582.0 4.8 114.6 4,701.4 82.6 40.4 Vea 84.5 229.3 5,150.3 
129.8 44.3 3,127.4 43.9 236.7 3,408.0 10.9 1.5 146.7 11.5 20.7 3,605.3 
157.6 28.6 PIE 34.2 108.6 3,098.7 10.4 7.8 97.9 didi 20.9 3,246.9 
204. 1 38.4 3,551.0 29.7 72.0 3,652.7 ate 10.5 90.4 20.7 29.5 3,821.0 

Uo 6.6 1,033.9 41.8 161.6 1,237.3 ae re 34.0 1.4 0.4 1,273.1 

6.2 8.0 929.7 33.2- 63.4 1,026.3 ay oe 24.6 0.4 0.3 1,051.6 

9.6 13.8 985.6 28.1 21.9 1,035.6 0. = 30.4 On2 0.1 1,066.4 

3.1 a 364.5 0.3 1.6 366.4 3.7 == 101.2 1.0 0.7 473.0 

2.6 Che 278.8 0.1 1.4 280.3 4.2 oh 60.9 0.6 0.8 346.8 

4.8 Oe 311.7 << 3.0 314.7 51) ss 38 .0 Ane) 0.8 361.4 
201.3 8.3 2,231.4 Sia! 42.1 2,278.3 18.7 11.8 15.0 35.4 154.6 2,513.8 
229.6 8.3 2,482.3 5.0 44.2 2; 8105 20.6 25.0 13.1 45.8 166.0 2,802.0 
232.5 12.2 2,987.3 4.0 66.8 3,058. 1 30.5 33.1 18.0 51.0 198.9 3, 389.6 


wee wew ee eee eee eee eee eee ee wee eee eee wee ewe eee re eee eee eee meee we ee eee ee eee eee eee em meme ee ee Pe meee mee Se ee wee ee meee em eee eee eee ee eee eee 
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. woe ereeeeeces 
ee wwe wm mew wee meee eee ese ere srese 
wee mm em ee mmm mm ee ee eee meee meee em ee wee mee mee ewe em em eee meet ee we eee eee eee eee eee eres ese eee e -- 


SITC Codes European Community == tte 
Major Sub- ; 
Commodity and year head- head- Belgium France West Italy Nether- Denmark Ireland 
ings ings 2/_ Luxembourg Germany lands 


wee eee we www ew eee mee ee eee ee eee eer eress 
em mm mm me mm mm ee me me ee ee eee ee we ee em ee me em em em ee ee eee ee ee ee ee ee eee eee ee eee eee eee eee ee eee eee ee coee== 


Million dollars 


Beverages 1984 14 174.3 2,656.6 652.3 904.0 486.7 110.6 186.6 
1985 190.8 2,981.2 709.6 988.7 449.9 106.9 210.7 

1986 261.3 4,000.3 856.4 985.9 651.3 149.4 258.3 

Nonalcoholic 1984 Pith vice) (Pek 55.4 14.4 141.8 14.7 13.3 
1985 86.4 145.3 15.3 14.6 94.8 13m d2e3 

1986 127.8 209.9 94.9 19.9 130.8 17.0 20.3 

Wine 1984 1121 Dont 1,683.1 347.5 803.2 9.5 tyke, 0.4 
1985 24.0 1,941.3 362.2 879.7 8.9 4.0 Ono 

1986 33.4 2,682.0 405.5 848. 4 10.7 e522 0.6 

Tobacco, unman- 1984 1214 19.7 25.0 20.3 105.3 Boi 2 2.8 0.6 
ufactured 1985 19.9 2S 230 91.6 Bae 4.5 0.4 
1986 23.9 30.7 31.5 ize 77.9 6.3 1.9 

Tobacco, manu- 1984 122 184.5 64.9 416.2 3.8 597.0 43.8 38.0 
factured 1985 204.0 66.3 468.3 ). 2 643.3 48.8 41.2 
1986 258.6 79.4 668 .6 4.5 913.8 75.4 46.3 

Hides, skins, 1984 21 O7-5 342.8 209.7 48.8 PER he) 313.5 57.7 
and furs 1985 82.5 337.4 200.7 68.9 238.9 342.5 61.6 
undressed 1986 92.4 361.8 260.8 63.5 282.7 420.8 95.3 
Oilseeds, oi], 1984 22 20.2 302.6 57.5 AS 56.9 105.5 3.4 
nuts, and oi] 1985 14.8 Bie Sino 3.0 54.0 171.6 6.0 
kernels 1986 19.9 691.7 94.0 3.9 72.6 194.2 25 
Natural rubber 1984 2314 1.8 8.6 Bre ore died: =S OF 
1985 0.4 9.2 4.6 2.6 1.8 — 0.1 

1986 0.8 8.7 5.6 ane 202 == 0.4 

Natural fibers 1984 261- 264.7 549. 4 204.8 66.4 44.2 ere Vive 
1985 265 ZoGeo 544.2 197.4 57.9 50.e 1.4 15.2 

1986 261.5 569.5 180.2 55.5 57.5 284 16.2 

Crude animal & 1984 29 147.0 280.2 342.4 243.3 1,603.9 266.7 33.6 
veg. matis. not 1985 167.5 280.4 380. 1 226.2 ac2en 292.8 37.0 
elsewhere spec. 1986 238. 1 375.6 530.1 295.5 2,464.8 399.0 58.9 
Agricultural 1984 390.0 422.8 901.5 254.7 978.5 129.7 15.2 
fats and oils 1985 4 423.3 414.1 953.3 301.3 878.3 131.4 17.0 
1986 343.4 295.8 774.8 328.3 690.1 126.5 14.0 

Animal and vege- 1984 45.9 48.4 310.6 37.5 272.5 56.2 0.8 
table oils and 1985 431 50.6 39.9 294.7 39.7 245.8 61.5 0.9 
fats, processed 1986 40.9 30.4 276.4 32.6 208 .6 65.2 0.9 
Total agricui- 1984 6,026.7 16,154.5 9,984.2 5,328.4 14,759.5 4,643.3 2,500.5 
tural 3/ 1985 5,904.0 16,710.7 10,196.5 Jesse) SEG eer: 4,791.8 2,642.9 
1986 7,492.3 20,215.0 13, 182.6 6,814.6 18,691.7 5,936.0 Srciave 

Total exports 1984 51,416.4 93,163.9 171,014.2 73,357.9 65,873.9 15,485.5 9,626.7 
1985 53,316.4 97,456.5 183,333.9 78,943.4 68,282.4 16,469.0 10,399.2 

1986 68,649.0 119,070.6 242,403.9 97,815.0 80,554.8 20,558.4 12,603.7 


a a een Se ett a ees ae ee ee See a 


-- = None or negligible. 
1/ Intra-EC trade included in data. 2/ Components of major headings. 3/ Sum of all major headings. 
Source: UN Trade Statistics 1982-1986. SITC is the Standard International Trade Classification revised. 
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wm mmm em eee meme mm mee me ewe wee eee eee ee 
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SITC Codes European Communi ty ae. ; 
Major § Sub- 
Commodity and year baa head- Belgium = France _—_=West Italy Nether- = Denmark = Ireland 
ings ings Luxembourg GOPMANY nas - ny [ANOS ys eee 
Percent 

Beverages 1984 14 1.0 22.5 30.7 34.9 42.2 4.2 39.9 
1985 1.3 22.9 28.6 32.6 46.3 3.2 38.3 

1986 0.8 19.0 24.2 29.5 47.3 oi Sti 

Nonal cohol ic 1984 111 0.3 20.6 Bri2 8.3 0.1 1.4 0.0 
1985 0.6 26.4 6.0 dons 0.3 2.3 1.6 

1986 0.5 19.0 4.0 TEA 0.4 2.4 3.4 

Wine 1984 41121 2.2 21.4 28.4 35.5 ie 0.0 0.0 
1985 ZA eae Pa) kes 32.7 Ares 0.0 0.0 

1986 0.9 abet! 20.0 28.9 2.8 0.0 0.0 

Tobacco, unman- 1984 121 0.0 0.4 9.9 8.0 0.5 3.6 0.0 
ufactured 1985 0.0 1.4 ea 6.1 0.6 0.0 0.0 
1986 on! 1.0 7.6 6.0 0.3 0.0 0.0 

Tobacco, manu- 1984 122 0.1 0.0 0.2 0.0 0.4 14:0 ES 
factured 1985 0.0 0.0 0.9 9.6 0.3 9.8 10.2 
1986 0.0 0.0 0.1 4.4 0.3 6.8 9.9 

Hides, skins, 1984 21 0.1 0.8 0.3 1.0 2.0 16.7 0.0 
and furs, 1985 0.1 0.7 0.4 0.7 On5 1535 0.0 
undressed 1986 0.2 0.4 CN 0.3 0.2 12.5 0.0 
Oilseeds, oil, 1984 22 0.0 0.0 0.5 Sol Ze 0.0 0.0 
nuts, and oi] 1985 0.0 0.0 0.2 6.7 ed 0.0 0.0 
kernels 1986 0.0 0.0 0.1 0.0 eZ 0.0 0.0 
Natural rubber 1984 2311 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
1985 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

1986 0.0 0.0 1.8 0.0 0.0 0.0 0.0 

Natural fibers 1984 261- 3.2 0.8 0.2 Oo Vea 0.0 0.0 
1985 265 Seu 0.4 0.3 0.3 1.0 0.0 0.0 

1986 3.6 0.4 0.2 0.5 eal 0.0 0.0 

Crude animal & 1984 29 ae 10.8 6.7 3.6 7.4 2.6 0.6 
veg. matis. not 1985 0.9 9.7 6.6 3.0 8.4 3.3 0.3 
elsewhere spec. 1986 0.8 8.0 6.4 4.6 6.7 2.5 0.3 
Agricul tural 1984 0.0 0.4 0.3 13:3 2.0 0.4 0.0 
fats and oils 1985 4 0.0 0.7 0.3 14.1 1.9 0.6 0.0 
1986 0.0 0.7 Or2 Wea, Abear 0.5 0.0 

Animal and vege- 1984 0.0 0.2 0.4 0.0 0.0 0.0 0.0 
table oils and 1985 431 0.0 0.0 0.5 0.0 0.0 0.0 0.0 
fats, processed 1986 0.0 0.3 0.4 0.0 0.0 0.0 0.0 
Total agricul- 1984 0.9 5.0 4.7 9.6 3.9 10.9 4.4 
tural (percent) 1985 9 5.4 5.0 9.3 3.8 12.0 4.9 
1986 14 4.8 4.6 8.0 3.6 10.0 aay 

Total exports (percent) 1984 6.1 8.1 9.6 10.9 5.0 9.6 9.7 
1985 6.3 8.6 10.4 12,3 Se? 10.1 9.8 

1986 5.2 7.4 10.4 10.7 4.7 8.4 ay 

Total U.S. agricul- 1984 57.8 622.6 535.7 540.4 609.7 512.9 98.8 
tural imports 3/ 1985 76.3 705.8 614.4 542.5 614.5 610.2 113.0 
(Million Dollars) 1986 110.6 757.3 639.0 542.8 688 .6 652.7 136.8 
1987 96.2 710.5 593.5 600.4 692.4 637.3 131.8 

Total U.S. imports 3/ 1984 3122.4 7944.8 16949 .9 7884. 1 4053.1 

(Million Dollars) 1985 3375.0 9336.9  20330.3 9632.3 4087 7 1656.6 893 6 
1986 3972.5 9965.7 25302 .9 10504 9 4057.0 1757.6 997.7 

1987 2/ 4170.9 10730.2 27069 ..3 11039 .6 3963.6 1778.6 Asai) 


fy = None or negligible. fT oe 
1/ Intra-EC trade included in data. 2/ U.S. Bureau of the Census, Preliminary data. 3/ UN and USDA i 
be comparable due to differences in product categories, transshipments, and timing of shipments. 0h, pumercalctoh a ieee 
Sources: UN Trade Statistics 1982-1986. SITC is the Standard International Trade Classification revised 
USDA/ERS/FATUS, several issues. 


86 


Total 
26.95 
26 35 
22.80 

7.45 
10.59 
8.78 


Western 
Europe 


Switzer- 
land 
27.8 
28.3 
26.8 
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27.06 
26.45 
22.81 


Total 
EC=42 


17.4 
14.6 
15.3 


Portugal Spain 


Total 
EC-10 


Greece 
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3977.4 
4332.7 
4578.9 
4524.9 
69455.5 
77987 .0 
87903 .6 
93528 .4 


109.6 
104.6 
107.7 
99.8 
3089.3 
3427.6 
5187.4 
4249 .2 


Dorel 
94.3 
83.9 
72.8 
3237.5 
4118.5 
4410.5 
4758.4 


1906 .8 
1163.9 
1077.3 
1404.3 


103.0 
97.8 
93.3 

786 .2 

892.4 

905.1 

999 .4 


Wiss 


46.4 
Seno 
52.8 
S601 
713.4 
831.7 
840.4 
929.0 


3604.9 
3941.8 
4199.8 
4156.9 
59722.3 
67552.9 
75483 .2 
81188 . 1 


306.4 
316.7 
324.7 
360.8 
2369.4 
2503.0 
2672.1 
2838.7 


57.4 
51.9 
58.3 
61.9 
476.5 
543.5 
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664.3 


3241.1 
3573.2 
3816.8 
3734.2 
56876 .4 
64506 .4 
72260. 1 
77685. 1 


81.4 
81.0 
87.9 
93.5 
348.3 
397.6 
389.0 
480. 1 


181.8 
215.8 
201.1 
178.6 
15312.8 
17341.3 


14324.5 
14816 .4 


Common soft wheat: 


Spain 
Durum wheat: 


Spain 


Rice (unhusked) : 


Spain 


Appendix Table 8: 


EC support prices in European Currency Units 1/ 


Sugar beets: 
Spain 
Por tuga} 

White sugar: 
Spain 
Portugal 


TO OR RR OR RR RO RR RO Oem eR OR eR OOO ER Mme ee eS ee RO me mee me mee mem mee ew me eee ewe we ee ee ee em mm ww ewe BP me mee ee mem em me ee ee eee ee wm wee me ee ee ee ee ee eee wee 


Olive oil: 
Spain 
Portugal 

Rapeseed: 
Spain 
Portugal 

Sunf 1 owerseed: 
Spain 
Portugal 

Soybeans : 
Spain 
Portugal 


OOO OOO OOO OO Ow Oe OO em we em ew eee eee ewe me mew tem ce ewe ce emcee w eee emcee we wom eee ewe ee eee ewww ee meee wows we ewe woe e oe one weeceecce 


Beans and field beans: 


Dried fodder: 
Spain 
Portugal 


eS SS OO OO 8 OO 8 6 8 8 O66 OS OO OC OOS SSO S 56S 5 OSA OS SSS CESS SSSSSS SOS SOS Seas ee eeen See beee aS eee 


Fruits and vegetables: 
Tobacco (raw): 2/ 


ee eee ee 8 SSS 2 Se OS OOS OS Oe OS SS SSE OSS ROSS RSS See Seas s Spee Seccenee nae ee eco neces ecsaneenebe none eRe 


Cotton: 
Wine (Type R1): 
Spain 


ie errant re ae iat Oe ae EO SS SSS OS OS RNC ESS ORO SS Oe a POSS SRS Se NS wee ease an anee se ccecsmeecoceseseeenen cn awnaw na uaeeee nee 


Milk target price: 


Butter: 
Spain 


Skimmed milk powder: 


Spain 


Cheese (6 months) 


Fe oe a RTT ne eee | EE Se SPAS SEES CSS CASAS ROSS NS DOS Smee eae awa se Oana tins ee eae on anne ee 


Exchange rate 3/ 


ECU/US$ 


Ti iigtks WORE ARE Toa cee, Tere Ree Eo ae Oe Omnia ae a eS Se an ane S oa ween nee mm win aleeie oie oO oe Cee 


NA = Not applicable. 


1984/85 
Price Percent 
change 
ECU/MT % 
182.73 il (0) 
NA NA 
312.08 0.0 
NA NA 
182.73 Al (0) 
NA NA 
182.73 -1.0 
NA NA 
314,19 eS) 
NA NA 
40.89 0.0 
NA NA 
NA NA 
534.70 0.0 
NA NA 
NA NA 
2,276.20 =4,0 
NA NA 
NA NA 
429.20 =O 
NA NA 
NA NA 
532070 EO) 
NA NA 
NA NA 
501.70 5 
NA NA 
NA NA 
289.00 =) (8) 
177.15 =O 
NA NA 
NA NA 
2/ -1.0 to +2 
= SE On LOT 
894 . 40 ae 
3.42 =i} Ae) 
NA NA 
274.30 24] 16) 
3, 197.00 -10.6 
NA NA 
1,658.80 10.9 
NA NA 
4,727.50 5.8 
3,500.00 nae) 
,033.30 =O) 
4,280.40 1.0 
1984 
Amen 


1985/86 1986/87 
Price Percent Price Percent 
change change 
ECU/MT % ECU/MT he 
179.44 -1.8 179.44 0.0 
NA NA 172.58 NA 
312.08 0.0 299 .60 -4.0 
NA NA 211.06 NA 
179.44 -1.8 170.47 -5.0 
NA NA 156.53 NA 
179.44 -1.8 179.44 0.0 
NA NA 172.58 NA 
314.19 0.0 314.19 0.0 
NA NA 248 88 NA 
40.89 0.0 40.89 0.0 
NA NA NA NA 
NA NA NA NA 
541.80 13 541.80 0.0 
NA NA 627.80 NA 
NA NA 501.20 NA 
2,276.20 0.0 2,162.40 -5.0 
NA NA NA NA 
NA NA NA NA 
421.50 -1.8 421.50 0.0 
NA NA NA NA 
NA NA NA NA 
524.70 “1.5 534.70 1.9 
NA NA NA NA 
NA NA NA NA 
506.70 1.0 506.70 0.0 
NA NA NA NA 
NA NA NA NA 
273.50 -5.4 276.20 20 
178.92 1.0 178.92 0.0 
NA NA NA NA 
NA NA NA NA 
-3.0 to +1.0 0.0 to +1.0 
-2.5 to 0.0 -6.0 to 0.0 
912.30 2.0 912.30 0.0 
3.42 0.0 3.42 0.0 
NA NA NA NA 
278.40 1.5 278.40 0.0 
3, 132.00 -2.0 3, 132.00 0.0 
NA NA NA NA 
1,740.40 4.9 1,740.40 0.0 
NA NA NA NA 
4,803.30 1.6 4,803.30 0.0 
3,500.00 0.0 3,440.00 -1.7 
2,033.30 0.0 2,033.30 0.0 
4,323.20 1.0 4,323.20 0.0 
1985 1986 
1.31 1.02 


1987/88 1988/89 -(Proposed) 
Price Percent Price Percent 
change change 
ECU/MT % ECU/MT k 
179.44 0.0 179.44 0.0 
Miseae 0.7 174.86 0.7 
291.59 i yl 276.34 a} 
219.78 4.1 221.90 1.0 
170.47 0.0 170.47 0.0 
158.85 fe5 161.17 1.5 
179.44 0.0 179.44 0.0 
Ai One 0.7 174.86 On, 
314.19 0.0 314.18 0.0 
259.76 4.4 270.64 4.2 
40.89 0.0 40.89 0.0 
47.98 NA 47.98 0.0 
43.72 NA 43.72 0.0 
541.80 0.0 541.80 0.0 
627.80 0.0 627.80 0.0 
510.00 1.8 518.80 Ake 
2,162.40 0.0 2,162.40 0.0 
1,448.10 NA 1,550.10 7.0 
2,017.20 NA 2,037.90 1.0 
407.60 Sel 407.60 0.0 
360.00 NA 366.00 Aime 
407.60 NA 407.60 0.0 
534.70 0.0 534.70 0.0 
396.70 NA 414.00 4.4 
534.70 NA 534.70 0.0 
489.40 Sieh 489 40 0.0 
358 .00 NA 374.40 4.6 
489.40 NA 489 40 0.0 
248 .60 -10.0 248.60 0.0 
178.92 0.0 178.92 0.0 
156.86 NA 161.27 2.8 
178.92 NA 178.92 0.0 
=5 OF TON On0 0.0 
-6.0 to +5.0 -8.0 to +2.0 
912.30 0.0 $12.30 0.0 
3,05 = hth) 0.0 
2.28 NA 2.49 9.2 
278.40 0.0 278.40 0.0 
3, 132.00 0.0 3 182000 0.0 
3,436.00 NA 3,391.30 -1.3 
1,740.40 0.0 1,740.40 0.0 
2,319.60 NA 2,260.40 -2.6 
4,803.30 0.0 4,803.30 0.0 
3,440.00 4/ 0.0 3,440.00 0.0 
2,033.30 0.0 2,033.30 0.0 
4,323.20 0.0 4,323.20 0.0 
1987 1988 
0.87 0.84 


-1/ Generally intervention prices or target prices tied to intervention Purchasing mechanisms. When measured in the national 
currencies in which farmers are actually paid, the 


changes in MCA’s and rates of currency exchange. 


percent changes in prices vary widely 
2/ Range of 


among countries because of the effects of 
Percentage changes for various products. 3/ Calendar year exchange rate, 


since all EC commodities have different marketing years, 1988 - (January to April) 4-months average. 4/ Beginning April 6, 1987, the 
role of the intervention price in intervention purchasing is changed by new regulation. 


Prices shown are all EC members unless otherwise noted. With Spain and Portugal’s accession in 1986, transition measures result in 
different prices for some commodities than in the rest of the EC. 


Sources: The Agricultural Situation in the European Community, 1987. 
Commission of the European Communities, Commission Proposals, Vo). I, 1988, 
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Economic Analysis of Grain Production in 
France. By Peter S. Liapis. Agriculture and 


Trade Analysis Division, Economic Research 
Service, U.S. Department of Agriculture. ERS 
Staff Report No. AGES880202, 1988 


“A Good Time for U.S. Food Exports to 
France." Mark D. Newman and Victor H. 
Miesel, Jr. National Food Review. 
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U.S. Food Exports to Nordic Markets: 
Opportunities and Obstacles." Harold McNitt 
and Lewrene Glaser. National Food Review. 
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and Ruth Elleson. National Food Review. Fall, 
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Publications Supported by ERS Cooperative 
Agreements (Request copies directly from 
authors or publisher, ERS has no Copies for 
Distribution) 


The Impact of Recent EC Price Decisions: An 
Assessment Using A Model of French 
Agriculture. Richard Henry. Institut de 
Gestion Internationale Agro — Alimentaire, 
Avenue du Parc — 5, Le Campus, 95033 
Cergy—Pontoise, France. November 1987. 


Agricultural Policy Formation in the European 
Community, The Birth of Milk Quotas and 
CAP Reform. By M. Petit, M. de Benedictis, 
D. Britton, M. de Groot, W. Henrichsmeyer, 
and F. Lechi. Volume 4, New York: Elsevier, 
1987. ($58.50) 


Production Costs for Cereals in the European 
Community: Comparisons with the United 
States, 1977-1984. By B.F. Stanton, 
Department of Agricultural Economics, 
Cornell University, Ithaca, New York 14853. 
March 1986, A.E. Res. 86-2. 


Economic Effects of Possible European 
Community Market Intervention in Soybeans 
and Their Products. By Harold von Witzke and 
James P. Houck, Department of Agricultural 
and Applied Economics. University of 
Minnesota Institute of Agriculture, Forestry 
and Home Economics, St. Paul, Minnesota 
55108. February 1987, P87-6. 
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CONTACT AUTHORS OR PUBLISHERS 
DIRECTLY, ERS HAS NO COPIES FOR 
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(Authors and publishers interested in future 
listings should send announcements, 
availability information to: Head, Western 
Europe Section. Developed Market Economies 


Branch, ERS/USDA. 1301 New York Ave. N.W. 


Suite 637. Washington, D.C. 20005-4788. 


The "Citrus-Pasta Dispute" Between the 
United States and the European Community. 
Donna U. Vogt. CRS report 87-911 ENR. 
Congressional Research Service, The Library 
of Congress, 1987. 


Les Gréniers du Monde. Jean-Paul Charvet. 
Paris: Economica, 1985. 


Céréales et Produits Céréalieres en 
Méditerranée. Montpellier, France, Institut 
Agronomique Méditerranéen, 3191 Route de 
Mende 34060 Montpellier, France, 1986. 


L'Internationalisation de l'Agriculture 
Frangaise. M. Marloie. les Editions Ouvriéres 
12, Avenue Soeur-Rosalie 75621 Paris, 
France, 1984. 


Bunge and Born: Puissance et Secret dans 
l’Agro—Alimentaire. Ratl Green and 
Catherine Laurent. Editions Publisud 15, rue 
des Diamants, 75013, Paris, France, 1985. 


Le Désordre Alimentaire Mondial: Surplus et 
Pénuries: Le Scandale J-P. Charvet Paris: 
Hatier, 1987. 


Agro-Alimentaire Francaise dans le Cadre de 
la Crise Economique Internationale. 
Emmanuelle Chevassus and Rail Green. 
INRA-Economie 6 Passage Tenaille 75014 
Paris, France, 1987. 


New Limits on European Agriculture: Politics 
and the Common Agricultural Policy. 
Francois Duchéne, E. Szczepanik and W. 
Legg. London: Rowman and Allanheld, 1985. 


National Policies and Agricultural Trade — 
EEC. 1987. ($21.00) OECD Publications and 
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Information Centre, 2001 L. Street, N.W. 
Suite 700, Washington, D.C. 20036-4095, Tel. 
(202) 785-6323. 


The Agricultural Situation in the Community 
1987 Report. Brussels — Luxembourg: 
Commission of the European Communities. 
($28.60). European Community Information 
Service 2100 M Street NW Suite 707 
Washington, D.C. 20037 Tel. (202) 862-9500. 


Implications of Qualitative Restrictions in 
International Agricultural Trade. E. Wesley F. 
Peterson, Guy Henry and Mechel Paggi. Texas 
Agricultural Experiment Station Bulletin 
B-1594. Department of Agricultural 
Economics, College Station, Texas 77843, 
1988. 


U.S. and European Community Agriculture: 
Changing Policies and Conflicts over Trade. 
E. Wesley F. Peterson, Editor. Texas A&M 
University Faculty Paper 87-13. Department 
of Agricultural Economics, College Station, 
Texas 77843, 1987. 


Implication of Grain Trade Liberalization in 
the European Community. S.C. Schmidt, K.K. 
Frohberg, and D.L. Maxwell. Agricultural 
Economics Research Report 202, Department 
of Agricultural Economics, University of 
Illinois at Urbana-Champaign. October 1987. 


An Analysis of Sources of Growth in French 
Agriculture. Frederic Bouchet, Ph.D. 
dissertation. Virginia Polytechnic Institute 
and State University. Blacksburg, VA. 1987. 


The Enlargement of the European Community 
to Include Portugal and Spain: Impact on U.S. 
Agricultural Exports. Anastassios P. 
Haniotis. Ph.D. dissertation. University of 
Georgia, Athens, Georgia, 1987. 
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Estimates of Producer and Consumer Subsidy 
Equivalents: Government Intervention in 
Agriculture, 1982-86. Agriculture and Trade 
Analysis Division, Economic Research Service, 
U.S. Department of Agriculture. ERS Staff 
Report No. AGES880127 February 1988. 


A Structural Econometric Model of the 
Canadian Wheat Sector. By Kenneth W. 


A Structural Econometric Model of the 
Canadian Wheat Sector. By Kenneth W. 
Bailey. Agriculture and Trade Analysis 
Division, Economic Research Service, U.S. 
Department of Agriculture. Technical 
Bulletin No. 1733. 


Government Intervention in Canadian 
Agriculture. By Carol A. Goodloe. 
Agriculture and Trade Analysis Division, 


Economic Research Service, U.S. Department 
of Agriculture. Staff Report No. AGES871216. 


U.S.—Canadian Agricultural Trade Issues: 
Implications for the Bilateral Trade 
Agreement. By Mary Anne Normile and Carol 
A. Goodloe. Agriculture and Trade Analysis 
Division, Economic Research Service, U.S. 
Department of Agriculture. Staff Report No. 
AGES880209. 


GLOSSARY 


African, Caribbean, and Pacific States 
(ACP's). Participating in the Lome 
Convention that regulates economic relations 
between these countries and the European 
Community. 


Automatic Stabilizers. Price cuts when 
production of grains, oilseeds and other 
products exceed specified ceilings, called 
Maximum Guaranteed Quantities (MGQs) 


Common Agricultural Policy(CAP). The 
unified farm policy applied by EC members. 
The CAP deals with agricultural prices, 
structural improvements to agriculture, and 
internal and external agricultural trade. 


Common Customs Tariff (CCT). The EC's list 
or schedule of articles of merchandise with 
the rate of duty to be paid for their 
importation from nonmember or "third" 
countries. 


European Community (EC). Also referred to 
as the Community. An economic customs 
union originally composed of six 
members——Belgium, Luxembourg, France, 
Italy, West Germany, and the Netherlands. 
Denmark, Ireland, and the United Kingdom 
(U.K.) joined the EC January 1, 1973; Greece 
joined January 1, 1981. EC-10 refers to the 
Community of 10 members, before the 
accession of Spain and Portugal in 1986; 
EC-12 refers to the present Community of 12. 


European Currency Unit (ECU). The core of 
the EMS, the ECU serves as the monetary 
denominator for the exchange rate, credit, and 
intervention mechanisms of the EMS. On 
April 9, 1979, the ECU became the standard 
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value for transactions within the CAP 
including the determination of support prices, 
import levies, and export subsidies. The value 
of the ECU is calculated from a weighted 
basket of all EC-10 member currencies, 
identical to the basket used for the EUA and 
equal to an average of $1.23 during January — 
April, 1988. 


European Monetary System (EMS). A common 
monetary arrangement for the Community, 
implemented in March 1979. It includes credit 
mechanisms and compulsory intervention to 
ensure greater stability of European exchange 
rates. 


General Agreement on Tariffs and Trade 
(GATT). An agreement negotiated in 1947 
among 23 countries, including the United 
States, to increase international trade by 
reducing tariffs and other trade barriers. In 
1987, 94 countries belonged to the GATT. 


Green Currency (e.g., green pound, green 
lira)—-Indicates the use of green (agricultural) 
rates of exchange for CAP purposes. 


Green Rate of Exchange. The exchange rate 
used to convert ECU's into national currencies 
(and vice versa) in all financial and 
commercial transactions covered by the CAP. 


Inward Processing System. An arrangement 
that permits EC manufacturers of a processed 
good to import a third countries' raw 
materials, free of duties, levies, and MCAs, 
provided the processed product is exported 
within 6 months. 


Maximum Guarantee Quantity (MGQ). 


Production ceilings beyond which automatic 
price cuts (stabilizers) go into effect. 
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Measures. The metric system is used in this 
report, unless otherwise indicated. The 
following are conversions to the U.S. system 
of weights and measures: 1 hectare, 2.471 
acres; 1 metric ton, 2204.6 pounds; 1 kilogram, 
2.2046 pounds; 1 liter, 1.0567 quarts; and 1 
hectoliter, 26.418 gallons. 


Monetary Compensatory Amounts (MC As). 
Border taxes or subsidies that offset the 
divergence between the green rate of 
exchange and the actual market rate of 
exchange. For those countries in which 
currencies have depreciated, MCAs (negative 
MCAs) act as subsidies on imports and taxes 
on exports. For those countries in which 
currencies have appreciated, MCAs (positive 
MCAs) act as taxes on imports and subsidies 
on exports. 


Section 301. This section of the Trade 
Agreements Act of 1974 (amended) provides 
authority to respond to unfair trade practices 
that restrict U.S. trade by countries who have 
signed trade agreements with the United 
States. Responses may include rescinding 
trade concessions or imposing compensatory 
duties or fees on products imported from the 
country engaging in unfair trade practices. 
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Set-asides. A proposed mechanism for 
limiting supply by removing agricultural land 
from production. 


Threshold Price. A minimum import price set 
by the EC under the CAP for certain 
commodities. Certain imports from 
nonmember countries are subject to a levy 
which is equal to the difference between the 
threshold price and the minimum world price 
at EC ports. 


Unit of Account (U.A.). Prior to April 9, 1979, 
the standard value used by the EC for 
transactions within the CAP. In mid—March 
1979, the agricultural unit of account was 
equal to about $1.60. A different unit, called 
the European unit of account (EUA), was 
introduced in 1975. Its value in relation to the 
dollar is announced daily, and it is generally 
worth more than the agricultural unit of 
account. 


Value-Added Tax (VAT). A tax levied by each 
EC member country on domestic 

consumption. Prior to 1988 agreements by EC 
heads of state, EC member country 
contributions to the EC budget were 1.4 
percent of the VAT base. 
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